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Far Eastern Fears 


PSs Far East is clearly moving into another time of troubles. By 
this weekend the truce negotiations at Panmunjom in Korea will 
have lasted a full month beyond what was supposed to be their dead- 
line, and there seems to be less chance than’ever of a genuine truce 
resulting—though, Communist methods of negotiation being what they 
are, the reservation must always be made that appearances may be 
deceptive. Farther south, there are ominous reports of strategic 
railway building and troop movements by the Chinese on the border 
of Viet Nam. It should not be taken for granted, even with these 
sinister indications, that Mao Tse-tung is bent on war. His intentions 
may fall into any one of a large variety of possible combinations. He 
may sign a truce in Korea and keep it. Or he may sign a truce and 
break it when the winter is over. Or he may refuse to sign and start 
large-scale fighting again. Or he may break off negotiations for a 
formal truce but continue to observe an informal one. And any one 
of these possibilities might or might not be combined. with aggression 
either in Indo-China or in Burma. The policy of the western alliance 
has to be drawn to cover any one of these manifold possibilities. 


Against these gloomy reflections can be set the great gain to the 
solidarity of western policy that was accomplished by Mr Churchill 
and Mr Eden in Washington. It is true that complete unanimity of 
view was not achieved, nor even claimed. It may even be true that, 
when Mr Churchill and Mr Eden say they will do all they can to 
harmonise British and American policies, they are not in fact promising 
more than Mr Attlee and Mr Morrison would have been willing to 
perform if it came to the point. But it is none the less an important 
step forward to have removed the appearance of a fundamental diver- 
gence of view between the two leading powers of the western world. 
It can, of course, be said that this new harmony was only purchased 
by British concessions. Mr Churchill praised the American decision 
to keep the Communists out of Formosa, and both he and Mr Eden 
uttered words of warning to the Chinese of the consequences that 
would follow from any further aggressions. All of these sound like 
British concessions ; they say more than the Labour Government 
was ever ready to say ; and they therefore lay Mr Churchill open to 
the criticism of being more subservient to Washington than Mr 
Attlee. Moreover, so far from there being any visible concessions 
from the American side to the European point of view—which has 
certainly been in the past the majority view in the United Nations— 
circumstantial reports have been coming from Washington of Ameri- 
can plans to take the war*into China if it flares up again. Ail this is 
naturally disturbing, and Mr Churchill will hear about it in the House 
of Commons.. He can, however, with full justification make the 
defence that if he has succeeded in convincing the Americans that he | 
is a trustworthy ally in the Far East as elsewhere, he will have far 


- more opportunity of influencing American policy towards moderation 


_than ever Mr Attlee did. 
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The formulation of a Far Eastern policy is, in fact, 
quite extraordinarily difficult. It is true that those who 
take the extreme views see no difficulty. Those who still 
find it possible to believe (as the British Foreign Office 
did for a scandalously long time) that Mao and his friends 
are not really Communists and if treated well will not 
misbehave, can be happy in advocating a policy cf con- 
ciliation and trustfulness. But it is already clear that 
this is a complete misreading of the character of the 
Chinese Communist regime, which may indeed differ in 
some of its characteristics from Russian Communism, but 
would seem, on the record, to be even more openly 
aggressive and careless of the consequences. And the 
policy of turning the other cheek to the Chinese would 
certainly split the western alliance, since the cheek to be 
turned would inevitably be an American one. At the 
other extreme from this, which may be called the Nehru 
view, is the MacArthur view which, firtding the situation 
in Korea intolerable, would abandon the pretence that 
the United Nations are not at war with China, and carry 
the war by al possible means to the Chinese homeland. 
To the Europeans, this seems to be playing with fire, and 
any attempt by the Americans to pursue this policy 
simply because of impatience with the Korean stalemate 
would split the western alliance no less infallibly than an 
adoption by the Europeans of the Nehru policy: 


Far Eastern policy has to balance between these ex- 
tremes, and it cannot be very logical or consistent in doing 
so. The problem has been solved hitherto by the wholly 
illogical compromise of being willing to fight the Chinese 
(and the Russians) in Korea but not to seek them out 
elsewhere—indeed not even to bomb the bases they are 
using for the Korean war itself. If they cannot get a truce, 
the State Department and the Foreign Office .would 
dearly like to keep up this convenient pretence, since they 
see all the dangers and difficulties of any of the alterna- 
trves. Even in the absence of a truce, it may still be 
possible to confine the war in Korea, provided that large- 
scale fighting does not flare up again. But even that is 
doubtful in the present state of American public opinion, 
and if the Chinese attack again, either in Korea or else- 


Making Prices -Work—I. 





The Scarce 


I OR five years, prescriptions for strengthening the 
- British economy have had te concentrate on a single 
remedy: on the disinflation that would restore monetary 
stability and give the pulls and pushes of a competitive 
desirable in themselves had to be rejected for fear that 
nothing else could do much good ; indeed, many devices 
desirable in themselves had to be rejected frém fear that 
under the pervasive pressure of inflation their fruits 
would be misshapen. But now, after three months in 
office, Mr Churchill’s government has finished preparing 
the ground for a disinflationary policy. The statement 
issued this week, at the end of the conference of 
Commonwealth finance ministers, was refreshingly firm 
and plain in laying down the objectives. How strongly 
and resolutely they will be pursued is still another 
thing. But at least it is now certain that the policies of 
the sterling countries, and of this country in particular, 
are being set in the right direction. 
By that very fact, disinflation loses its exclusive 
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where, it will be impossible to prevent the war spreading. 
If that happens, there will be no option but to conclude 
that the Chinese Communists deliberately desire to be a: 
war with the western powers. | 

This is the dreadful possibility that is looming black 
on the horizon. It is very important that the decisive 
step should be taken—if it is to be taken at all—by the 
Chinese and not by the Americans. That is a point 
which America’s allies should make with all force in 
Washington: however illogical the present position may 
seem to the American people, they would only put them- 
selves in the wrong in the eyes of the free world—and 
possibly break the United Nations—if they let their 
impatience lead them into taking the first step to extend 
the war. But the corollary of this is that if it is the 
Chinese who unmistakably throw down the challenge. 
then Britain and France, in self-interest no less than in 
loyalty, must stand by America’s side. 


What form allied action should take in such an appall- 
ing contingency is itself a puzzle within a puzzle. The 
basic principle to cling to is that, if the Communists 
start a war in the Far East, they will do it as an integral 
part of their worldwide plans, and the western defence 
must therefore also be part of a worldwide plan. There 
is no doubt that, second only to an American-European 
quarrel over Far Eastern policy, the thing that would 
best suit Stalin’s book would be for the western allics 
to commit more ground troops in the Far East. On the 
other hand, is it possible to conduct an effective war in 
the Far East from the sea and in the air—without 
committing the atrocious mistake of bombing Chinese 
Cities ? 

Few people would be bold enough to claim to know 
the answers to these questions. Quite possibly the 
answers will never be needed ; certainly it would be very 
foolish to assume the worst on no stronger basis of 
evidence than the ambiguous signs that can alone be 
seen today. But it would be still more foolish to deny 
the possibilities or, by failing to prepare against them, to 
invite them to happen. 


Resources 


importance. It becomes possible and necessary to look 
for other policies that will work in the same direction. 
Disinflation alone cannot be enough. It is a matter for 
academic speculation whether a rigorous deflation, bank- 
rupting thousands of firms and putting hundreds of 
thousands of men out of work for a considerable time, 
would iron out all the distortions that inflation has built 
into the British economy. It is quite certain that such 
a deflation is as unlikely as it is undesirable. The weak- 
ness that monetary policy shares with all “ blind” 
economic forces is that, in order to press hard enough 
at some points, it would have to press unnecessarily 
hard at others; and this amounts to saying that 
politicians will never be willing to push purely monetary 


policy far enough for it to do the job by itself. The 
great advantage of the change of policy since the election 
is that it restores some freedom of movement to the 
general forces of the price mechanism. But they are not 
likely to be so strong that they will not need reinforcing. 
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There should be a search for specific devices that will 
strengthen the impact of economic forces at strategic 
points in the national economy. 


Such devices are, broadly, of two kinds. They are 
pulls and pushes. They are special incentives to do 
what particularly needs doing and special deterrents 
against doing what the economy can least afford. They 
are rewards for people who produce particularly scarce 
resources and penalties for people who use them. An 
effective economic policy requires both. But there are 
two reasons why the search for special devices should 
turn its attention to the possible deterrents before the 
possible incentives. The first reason is precisely that it 
is easier and more pleasant to think of rewards than of 
penalties, which therefore tend to be neglected. The 
other is that nearly every incentive is a device for 
enabling some one to get, and therefore presumably to 
spend, more money in return for more output of 
particularly valuable kinds. The output may take 
months to mature in benefit to the country, while the 
extra spending usually takes place at once. It follows 
that the immediate effect of incentives—though,-if they 
achieve ‘their purpose, not their ultimate effect—may 
well be inflationary. The first object of the search should 
therefore be for special methods of deterring the use 
of scarce resources. 


*x 


The case for one such device was argued in the last 
two issues of The Economist. The consumption of coal 
and electricity should be reduced by making them 
dearer. For coal, this should be done by a straight- 
forward increase in price, the proceeds being passed on 
to the industry and especially to the miners in the form 
of higher wages ; the deterrent to the community at large 
can usefully be balanced by an incentive to the miners 
because there is reason to think it would quickly increase 
production. There is no such elasticity in the case of 
electricity. A higher price would not stimulate the power 
stations to generate one more unit. It is arguable that the 
British Electricity Authority should make considerable 
profits to help in financing its investment programme, 
but it would be wrong to push up the price of power very 
far for this reason alone. The right way to raise the price 
is, therefore, to put a tax on electricity consumption. 
The extra money that the community pays for its scarce 
electricity should be saved, in the form of a larger budget 
surplus, not distributed to the staffs of the power 
stations. The economic case for such a tax is over- 
whelming..The social objection is that it would fall 
particularly heavily on people with modern, all-electric 
homes. But there is no measure that affects everyone 
absolutely equally, and it is to lose all sense of proportion 
to argue that there would be more than a minor degree 
of hardship and-—injustice in an electricity tax. The 
people with modern, all-electric homes are those who are 
using the largest amounts of a scarce resource ; and that 
is the justification for taxing them. 


To reduce the domestic consumption of coal and to 
take the pressure off the electric supply industry are not 
the only objectives of economic policy that could be 
served by such devices. For example, the whole country 
has become familiar with the harm done to the 
British economy 
—that is, by the fact that British exports have become 
very cheap relative to the prices of British imports. 
Strict logic would suggest that, if British exports are too 


by the shift in the terms of trade | 





~-_ 
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cheap, a duty should be levied on them to increase their 


selling price. Or, again, steel is as scarce as coal—indeed, 


at the moment, it is scarcer. Why not a special tax on 
steel to enforce economy in its use ? Or the argument 
can be still further broadened. What is, at present, the 
most important scarcity, the comprehensive limiting 
factor in British production ? Clearly, the answer is 
manpower. And it is no less clear that manpower is 
being both hoarded and wasted, Should there not, there- 
fore, be a tax on the use of manpower—what is more 
often called a payroll tax ? These are examples of the 
sort of special device that might be suggested to help 
prod the British economy back into shape. To say th’s is 
to put no more than a prima facie theoretical case for 
such devices ; it remains to examine how each of them 
would work out in practice. 


An export tax falls, strictly speaking, into a special 
category. It would be designed to deter not British 
exporters but foreign buyers. The terms of trade have _ 
moved sharply against this country, while the demand 
for its exports remains very strong ; the argument is that 
in these circumstances Britain should exploit the market 
to get larger earnings from export than will be charged 
by individual traders, who fix prices chiefly according 
to costs. Essentially, the case is the same as was put last 
spring by those who advocated raising the exchange 
value of the pound. One of the objections to revaluation 
is that it would reduce the sterling value of imported 
goods and, therefore, encourage consumption that the 
country cannot afford. An export tax avoids this. On’ 
the other hand, either an export tax or revaluation might - 
now reduce the volume of British exports. Those fall 
into two distinct types. As a general rule, the demand 
for capital goods is as strong as ever, and many firms 
have order books filled for three years and more ; but 
the export markets for many consumer goods are begin- 
ning to weaken markedly. 


An export tax that was not to. kill some important 
sections of British trade would have, therefore, to be 
discriminating, at least as between. classes of goods and 
possibly alSo between countries. Such a tax would carry 
a heavy risk of retaliation. Because of its dependence ' 
on imports, Britain is particularly vulnerable to export 
taxes imposed by other countries—and particularly by 


- the primary producing countries whose governments 


have already shown an unwelcome liking for the device. 
In more general terms, it would be unfortunate, in the 
present state of Britain’s overseas payments, to adopt 
policies discouraging to world trade as a whole ; the 
other signatories of the General Agreement on Tariffs 
and Trade would certainly have grounds for objection. 


* 


The danger of retaliation can be exaggerated, and the 
case for an export tax would be worth further examina- 
tion if there were no other way of getting more foreign 


exchange for the British manufactures that are particu- 


larly scarce. A better way readily suggests itself. The 
exports that are being sold cheaper than they need be 
are almost all engineering products. They use steel, and 
steel is particularly scarce for every purpose. But British 
steel is cheap. The American -steel—of which one 
million tons are to ‘be imported for dollars—will be~ 
roughly twice as expensive. If, as no one doubts, it is 
good economics to take such imports, there can be no 
doubt that in a free economy the price of al} steel would 
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be bid up to the cost of these marginal supplies. A con- 
siderable increase in steel prices is in any event certain in 
the near future, to meet increases in production costs. 
There is no reason why a monopolised industry, whether 
private or public, should be allowed to take in addition 
the profits of charging all that an abnormal market will 
bear. But there is the strongest reason why the Exchequer 
should exact a profit of its own. A tax on steel would 
raise the export prices that can safely be raised. It would 
choke off some home demand for non-essential purposes. 
And, above all, it would discourage the wasteful holding 
of large stocks ‘by some firms, which exaggerates the real 
shortage of steel. 

The main argument against a steel tax seems to be 
that the need for it might be short-lived. By this time 
next year, steel may be fairly plentiful. The British 
fiscal system has grown up with a strong bias against 
special taxes of any kind, on anything but luxuries and 
latterly) foreign goods, and particularly against taxes 
that are clamped -on and lifted off at short intervals. 
While in principle this attitude is sound enough, it surely 
must be modified to suit the modern degree of state 
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intervention in r ton of crude 
pentpeerimcley a Steir Pay 
and correspondingly easy to alter or remove"as soon a; 


the situation changed. This is the kind of flexible devic. 
that new ministers with fresh minds ought to be able 
to welcome. 


These three cases are fairly clear. There are stron: 
arguments for taxes on steel and electricity, and agains: 
an export tax. The effects of a payroll tax—a levy on 
every firm of so much per yee per week—ar: 
harder to assess and raise more important questions 
principle. They will be discussed in a second articlc. 
It would be foolish, however, to make completely con 
fident judgments on any, of these devices. They arc 
suggested because more thought broadly along such line: 
is plainly going to be needed. The politicians will be 
tempted to reject any deterrent devices almost out of 
hand. But before they are dismissed as “ politically 
impossible,” it would be wise to reflect that the les 
scope is allowed to them, the more rigorous the dire:: 
measures of disinflation will have to be—and those are 
unlikely to be more popular. 


Belgium Answers Back 


B Y the twists of chance rather than bad management, 

Belgium and its western partners have come very 
near to getting seriously annoyed with one another. 
They do not see eye to eye in Nato either on economic 
or on military matters ; and the new government formed 
last week by M. Van Houtte is likely to be no less 
obstinate in defence of national interests than its pre- 
decessors. Indeed; not only the new Prime Minister but 
also the new Finance Minister, M. Janssen, are strong 
supporters of monetary stability and orthodox finance, 
and will resist any efforts by Nato or the European Pay- 
ments Union to force on them policies they regard as 
dangerous. 

To put the matter at its crudest, Western Europe feels 
that Belgium has no right to have such a large trade 
surplus with the EPU but, having that surplus, Belgium 
should increase its contribution to western rearmament, 
It is no secret that the Temporary Council Committee 
of Nato—the Three Wise Men—have recommended to 
Brussels an increase in defence expenditure of 50 per 


cent. The Belgians for their part feel that a creditor , 


has a right to expect debtors at least to share responsi- 
bility for reducing their debts, and that no one has tried 
to understand their difficulties about rearmament. The 
wise men have glibly assumed that the Belgians, because 
they are keeping up appearances more successfully than 
anyone else, can afford to mcrease their commitments. 
But, the Belgians argue, keeping up appearances has not 
been easy ; that they have been able to do so has been 
a good thing for Europe as well as for themselves. And 
now they are being asked to risk losing it all. What is 
more—though this is a matter of political pique rather 
than economic policy—they deeply resent the manner 
in which they have been asked. 

The root of the dispute lies in the difficulty of fitting 
a country which believes in big business and free enter- 
prise into the corset of a collective international enter- 
_ prise like Nato. Belgium is a business man’s country ; 
the official title of its ministry for economic. affairs is 


- On its chosen 


Ministére de TEconomie et de la Classe Moyenne. The 
importance of the business man is believed to be the 
secret of national success, and it is this success which 
is the cause of the trouble now. Because of the com- 
parative equilibrium in its domestic economy, Belgium 
Is expected to contribute more to rearmament ; because 
of its trade surplus in Europe (and, in 1951, ‘with the 
world as.a whole) it is expected to finance, at the moment, 
more than half the deficits of its co-members i in EPU. if 
it does both these things at the same time, and at the 
rate now demanded of it, it is bound to rock, if not to 
kick away, the ladder up which it has clambered to 
prosperity from the — of 1944. 


This is a lot to ask of any saa, To argue whether 
it is in fact being asked of Belgium is less importan' 
than to realise that the Belgians believe that it is. Only 
a little history will explain why. 


At the end of the war, Belgium had two unique 
advantages over all other countries in Western Europe. 
First, in spite of the normal afflictions of wear and tear 
and “obsolescence, exaggerated by the war, Belgian 
industry was by and large intact. So were Belgium’s 
overseas possessions and its overseas investments. 
Secondly, by the accident of lying across the lines of 
communication, it received from the Allies, particularly 
from ‘the Americans, very large sums of foreign exchange 
during sed alter tis Sie It is impossible to say 
how mich these advantages. were sinters meng for the 
fact that Belgium became solvent the rest of 
Europe did not. P, they contributed very little 
on the long term ; ‘but they gave the Belgian governm ent 
the confidence that was wy badore ft oped embark 

policies. The Belgians were thus able to 
adopt a policy which was not open to the rest of Western 


Europe. decided that the to deal with 
Europe. They ae baa wi 
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production and imports on the one hand, and at a tight 
monetary policy on the other. 

If production was to increase, workers had to be well 
fed and factories well supplied. Since nearly all the raw 
materials and 20 per cent of the consumer goods had to 
come from abroad, this policy meant imports on a scale 
that no other country could then afford. In 1945, 
Belgium imported B. Frs 22 billion worth of. goods, 
of which only 18 per cent were covered by exports, and 
in 1946 B. Frs 56 billion worth, of which 52 per cent 
were covered by exports. In order to restrict credit, the 
short-term rate of interest was raised to 34 per cent and 
the long-term rate reached $4 per cent. The discount 
rate rose to 3} per cent in September, 1950, and is now 
standing at 3} per cent. By 1948, the budget was 
balanced and has stayed balanced ever since. Until 
1948, there were some direct controls over profits, 
wages and prices, and some subsidies, Thereafter, 
prices and wages were allowed to find their own level. 
Both have risen very steeply, particularly during the 

last year ; but by one method or another, including an 
elaborate system of social benefits, real wages have more 
than held their own. 

The theory and, as it has turned out, the practice of 
this policy was that, if equilibrium could only be estab- 
lished at home, an equilibrium in overseas trade would 
follow as night follows day. By a combination of 
economic skill, some political courage and luck, it 
worked. In the first ten months of 1951, Belgium had 
a trade surplus of about B. Frs 54 billion ; in 1948, the 
deficit had fallen from the B. Frs 23 million level of 1945 
and 1946 to B. Frs 13 million, then to B. Frs 2 million 
in 1949 and B. Frs 15 million in 1950. Apart from con- 
ditional aid—US aid given to Belgium in proportion 
(0 Belgium’s own aid to the rest of Western Europe— 
Belgium has received no dollar aid. And, from the begin- 
ning of EPU in July, 1950, to the end of 1951, it has 
lent to Western Europe, in all, some B. Frs -17 billion, 
of which B. Frs 7 billion was credit granted over and 
above the original quota in the Union. 

The Belgians, therefore, can fairly claim to have 
healed themselves. They have done it by a regime of 
free enterprise and good living, with a strong dose of 
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‘ 
fiscally administered deflation. The trouble is that they 
dare not and, understandably, do not want to apply free 
enterprise and deflation without the good living. The 
lack of industrial strife and the incentive to work that 
good living has generated are proven parts of the cure. 
If the Belgians do everything that is now asked of them, 
they will certainly have to live less well. And there is 
another, more serious, difficulty. The monetary mechan- 
ism through which their fiscal policy has been adminis- 
tered is delicate. It costs something in the using and can 
easily be upset. What it costs is a low level of invest- 
ment. Belgians have had every luxury but the luxury 
of easy money. Industrialists have been able to do a 
certain amount of self-financing ; but capital in the 
market has been scarce. There has not, therefore, been 
enough investment in the right kind of industries to 
meet the overwhelming demand for. Belgian heavy pro- 
ducts—coal, steel, zinc and engineering goods—which 
the rearmament drive set in train. Export prices, rather 
than production, went soaring during the end of 1950 
and 1951, at least partly because production was held 
down by the restriction of credit. This, as much as any- 
thing else, was what swept Belgium into the position of 
permanent creditor that it now holds in EPU. 


* 


In these circumstances, it is not unreasonable for, 
Belgians to feel, in the midst of their prosperity, that 
they are in danger of being cornered. On the one hand, 
they are being asked to give more to the rearmament 
of Nato; on the other, they are expected indefinitely 
to go on lending to finance Europe’s trade with them. 
Both these requirements amount to asking that Belgium 
shall export without being able to spend the proceeds 
on imports. Both requirements are in themselves 
inflationary. Yet if the Belgians are to meet their rearma- 
ment obligations they will have to expand their invest- 
ment in heavy industries—and that, too, may be infla- 
tionary. The monetary mechanism, they argue, cannot 
possibly cope with all three pressures. Nor, as it is at 
present constructed, can their economy. 


The case against Belgium is founded more on moral 
than on economic grounds. First, there is no doubt that 
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the Belgians, whatever they may say about the sensibili- 
ties of their economic system, are living much better than 
anyone else in Western Europe. As they are getting the 
benefit of collective defence through Nato, they can and 
cught to put more into the pool. This is the doctrine 
of fair shares—that is, the doctrine of “from each 
according to his ability-to pay ”—on which the wise 
men’s recommendations were based. Secondly, there 
is a strong suspicion that, until the last few months, 
Belgium has been actively stimulating its surplus with 
EPU. It has been short of dollars. Alone in Western 
Europe, it has not controlled its imports from the dollar 
area. It is all very well to claim this as a virtue ; but it 
becomes a vice when it is made possible only by the gold 
secured from Western Europe by the Belgian surplus in 
EPU. Europe has difficulty enough finding dollars for 
American coal, let alone for Cadillacs for successful 
Belgian private enterprisers. Thirdly, there is some 
spare capacity and unemployment in Belgium—309,000 
in January, 1950, and an avetage of 198,000 (between 
9 and 10 per cent of working population) in 1951, though 
in fairness it must be admitted that unemployment in 
Belgium since the end of 1950 has been frictional rather 
than structural. It has been induced more by the rela- 
tive comfort of being unemployed (the unemployment 
benefit starts at 9s. 6d. a day and is usually much more) 
or by geography and politics than by a genuine surplus of 
labour. * 

These, then, are the causes of friction. They are 
serious not only because Belgium is an important 
member of the Atlahtic community, but because they 
represent the kind of muddle to which the neither-one- 
thing-nor-the-other type of international co-operation 
can lead. Real co-operation means some real modifica- 
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tion of national policies, in fact if not in name. Belgium 
now sees threatened its freedom to adopt and follow the 
economic policy in which it believes. Here is a con- 
flict of interests in which Belgium’s neighbours canno: 
just lay down the law. Both sides must compromise. 
For the Belgians argue that at | rt of the reason 
for the present payments crisis lies in the insanc 
monetary policies pursued by other European govern- 
ments. Some of the demand that has driven up Belgian 
prices is due—inevitably—to rearmament; but the 
pressure need not have been nearly so strong had other 
countries restricted credit as Belgium has. 


There are signs that if the debtors in EPU moved 
some way to meet the creditor, he would find it less 
irksome to go on lending. There are even signs of this 
beginning to happen. Belgium recognises that Britain, 
and to a lesser extent other countries, is making a new 
attempt to set its financial house in order. And the other 
members of EPU should recognise, in the latest Belgian 
export regulations, the beginnings of a new attempt to 
direct inessential exports across the Atlantic to earn 
dollars direct. But Europeans will not be convinced of 
their ally’s good faith until they see sonitthing better than 
a sulky refusal to increase its rearmament effort. There 
is very little doubt that the Belgian defence effort could 
be increased—though perhaps not as much as the wise 
men asked—without really damaging the standard of 
living in Belgium. But before it is done, the Belgian 
government has a fair claim to ask that what it has lent 
to the EPU be recognised ; that its economic difficulties 
and arguments be. understood; and that the other 
countries of Western Europe, who have been compara- 
tively abstemious in their standards of living, should 
end the wild extravagance of their domestic inflations 


Honourable Members 


OLITICS is one of the few careers for which no 
training of any kind is required ; and, on the whole, 
the democratic system is indifferent to the return of able 
men to Parliament. Political theorists are usually com- 
placent about this. Some seem to identify mediocrity 
with that quality of special virtue, the plain man’s 
common sense ; some have even written as if a democratic 
government ought to be representative in the sense that 
a market research sample is representative—as if Parlia- 
ment should reflect the composition of the population, 
and should not be cleverer or better educated or higher 
in the social scale than the people as a whole. But it 
is clearly nonsense to suppose that one kind of experience 
is as good as another in qualifying men for a political 
career ; the background from which MPs have emerged 
is of great importance in determining the quality of the 
House of Commons. 


The composition of the House was analysed several — 


times before the war, but it seems worth while to make 
a new analysis now-that the two major parties so com- 


pletely dominate Parliament and are’so nearly equal in. 


- strength, and when the ideas of both have changed 

sharply since the war. What sort of men do these parti 
one just in office and the other just out of. office, ch 
to speak for them in the House of Commons? An 
analysis cannot be exact, because full information about 
MPs is hard to get. But there is enough to show the kind 
of change that is taking place. One such change is the 





_ had only an elementary 


improvement in the educational background of MPs, 
especially in the Labour party. Sir Ivor Jennings, in 
his study of Parliament, found that in 1936 approxi- 
mately one sixth of 154 Labour members had been to a 
university. In this Parliament the proportion has risen 
to one third. Nearly 60 per cent of Conservative 
members are university trained—but this proportion is 
scarcely higher than in 1936. (For the purposes of this 
article “‘ Conservatives ” includes their associates.) Most 
of these Tories come from Oxford or Cambridge, and 
less than a fifth of them from the newer universities. 
Thirty-one were at Trinity Cambridge, and 24 
at Christ Church, Oxford ; Balliol and New College are 
also well represented. Of Labour members who went 
to a university, less than half went to Oxford or Cam- 
bridge. The London School of Economics contributes 
less to active left wing politics than is commonly sup- 
posed ; only 5 Labour members attended it—and so did 
one Conservative. ee SE 

It is important to remember that formal qualifications 
are not synonymous with education; many MPs who 
schooling have since made good 


use of opportunities for adult education. And in weigh- 
ing up the change in Labour members’ educational back- 
ground, one must also remember that in 1936 the 
a er proportion of trade union members from the 
“ safe” constituencies ; the party membership was also 
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still somewhat out of its normal balance in consequence 
of the MacDonald secession in 1931. 


In 1936 half the Labour membership had had an 
elementary education only ; in 1952 that proportion has 
sunk to one quarter. Thirty-two Labour members went 
to public schools'compared—in so far as the difficulty 
of defining a public school makes comparison possible— 
with only nine in 1936. Mr Attlee drew heavily on his 
supply of public schoolmen ; his last government con- 
tained no less than 12. A notable quartet went to Win- 
chester and New College—Messrs Crossman, Gaitskell, 
Jay and Younger ; but there are only two Old Etonians, 
Dr Dalton and Mr Strachey. 


If the education of the Labour members has beconte 
more bourgeois, that of the Conservatives certainly has 
not become more proletarian. Two thirds of them went 
to a public school—a higher proportion than in 1936. 
Old Etoniafs swarm: they remain as large a section of 
Conservative MPs as in 1936. They could still form a 
party, as Sir Charles Buckhurst suggested they should 
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in his disgust at “ sham” Conservatism and the “ worn- 
out” Whigs. In the Parliament between the wars, one 
quarter, on an average, of all Conservative members came 
from Eton ; and the school has since lost none of its grip 
on British politics. This appears to be largely a matter 
of tradition. It is not simply that Eton produces rich 
young men who can afford to enter a not very lucrative 
career ; for Winchester, almost equally expensive, con- 
tributed only-10 Conservatives and 4 Labour members to 
the present House. Harrow also carries on its political 
tradition and has provided the Prime Minister. There 
are still a number of Tories who enjoyed the multiple 
education of the rich young Edwardian—Eton, Oxford 


195 
or Cambridge, then Sandhurst, followed by a commis- 


sion in the Guards, and later perhaps by reading for the 
Bar. 


But, though the Royal Military College is still impor- 
tant as a background for legislators, the regular services 
are not. The House of Commons used to receive many 
a retired officer. In 1936, 63 Tories were drawn from 
the services ; in 1951 only 25. Another change that 
has overtaken the Conservative party is that small 
businessmen—MPs who describe themselves as manu- 
facturers, merchants, retailers and contractors—are less 
numerous than they used to be. A dozen or so Con- 
servatives now put themselves in this category. Prob- 
ably there are more, but not as many as the 64 who were 
in the House in 1936. Company directors, on the other 
hand, are as numerous as ever ; in the Conservative party 
there are at least 100. But this may be one of the fruits 
of election, rather than the background to it. Many firms 
are glad to have an MP on the board, and nearly every 
new MP is in search of a suitable way of supplementing 
his modest parliamentary income. Labour members are 
less likely to find niches in boardrooms, and if they do, 
they are shy of admitting to a capitalist role that has been 
pilloried in so many left wing cartoons. But at least 
seven of them do admit to it. One would expect to find 
the “ City men” in the Conservative party, and in fact 
there are some 24 who are either bankers, stockbrokers, 
accountants or insurance brokers. The farmers, too, are 
nearly all Conservatives—about 30 of them. 


\ 
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These are occupations that can be dovetailed fairly 
easily with the life of a Member of Parliament. But the 
two professions that are most frequently carried on by 
MPs are journalism and the law. The House was always 
full of lawyers, but until 1945 they were almost a 
monopoly of the Conservative party. The Labour party 
now has 30 of them, compared with the Conservatives’ 
65. Most are barristers, though not all of them practise. 
The Labour party has a higher proportion of KCs—14 
out of its 23 barristers—whereas the Conservatives have 
17 KCs out of 58 barristers.. Journalism, the perfect by- 
product of political work, has gained ground since the 
war, especially in the Labour party, where there aré 42 
journalists and authors, while the Conservatives have 32. 
This again is one of the fruits of election ; articles are 
sometimes published which would not see the light of day 
if they did not come from the pen of an MP. Members’ 
claims to be journalists are sometimes based on a very 
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little published work. But the third and fourth estates 
have certainly become rather more closely entwined. 

One strength of the Labour party has always been that 
so many of its members—in the present Parliament, 114 
—have experience of local government. A more doubt- 
ful advantage is its high proportion of trade union 
officials. Unions have a way of rewarding their elderly 
officials for a lifetime of service by sponsoring their par- 
liamentary candidature ; and their chances of being 
accepted by constituency parties are enhanced by the fact 
that the unions may contribute 80 per cent of the legal 
maximum for election expenses. The elderly trade union 
official, for all his virtues, is unlikely to be distinguished 
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by breadth of experience or flexibility of mind, and it is 


therefore encouraging to find that union officials are 


becoming less numerous. There are 58 of them in this 
Parliament ; according to Mr J. F. S. Ross*, the average 
number of union officials in the parliaments between the 
wars was 79, and the highest was 115 in 1929. The pro- 
portion has fallen from nearly half the Parliamentary 
Labour party between the wars to about one fifth today. 
This is a reflection chiefly of the expansion of the party 
outside its old strongholds, rather than a deliberate 


* “ Parliamentary Representation.” By J. F. 3. Ross. Eyre and 


Spottiswoode, 
NOTES OF 
The Party Battle 


The remarkable lull in political warfare which has 
distinguished the Christmas recess—despite the fuss which 
the Opposition made about the length of the recess—is 
certain to be broken as soon as Parliament reassembles on 
Tuesday. 

Mr Butler, in his speech to Indian journalists in London 
this week, tried to secure in advance a non-partisan approach 
to the economic remedies he is. to propose, but that is too 
much to hope for. 
aware of the economic dangers which were accumulating 
when they left office, have been ‘compelled to acknowledge 
that the country faces grave difficulties which cannot be 
dodged. -At the same time, they have tried to peg out a 
corner which they could use as a base for attacking the 
Government if it proposes remedies that do not suit the 
Labour party; and savings on the social services will not 
suit the bulk of the-party. It will be~particularly galling 
to most Labour Members—and gratifying to Mr Bevan— 
if the Conservatives justify economies in part by reference 
to the precedents set up by the late Government. “ Are you 
next year going to take this stand on the upper denture ?” 
Mr Bevan asked in his resignation speech last April. 

Labour’s attitude to economic policy will be more sharply 
influenced than in the past by the party’s views on foreign 
affairs, The less reason Labour members find to quarrel 





Senior members of the late Government, 
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change of policy. But it is interesting that union suppor: 
is now given to many others besides officials ; in all 10, 
members benefited from it at the last election. 

Although the number of elderly trade union official. 
has fallen, the Opposition is older than the Conservative 
side of the House. Nearly one-third ofthe Parliamentary 
Labour party is over ‘60 years old, whereas only 11 per 
cent of the Tories are. The Conservatives have man 
more people between the ages of 30 and 50, They also 
have more young men—g9 of the Tories were born sinc: 
1920, compared with 3 in the Labour party. But Labour 
has the youngest member, Mr Anthony Wedgwooc 
Benn. It also has the oldest, Mr David Logan ; the 
Conservatives have the runner-up, Mr Churchill. 

The changes that have emerged from this analysis are 
more striking in the Labour than in the Conservative 
party. The Tories have fewer land owners, merchants 
and manufacturers, and rather more journalists than the, 
used to have; but otherwise they are much the same. 
The Parliamentary Labour party is better educated than 
it was ; itis very well versed in local government ; it has 
fewer trade union officials and has acquired a large 
number of lawyers and journalists. It would be fair to 
say that the composition of both parliamentary parties 
has become more favourable to the flowering of ideas. 
and that this is particularly true of the Labour party. 
But the main change occurred in 1945 ; and it is pre- 
cisely in the years since 1945 that Labour has run 
through its stock of ideas with little adaptation and less 
replenishment. Just because its doctrine has been more 
sharply defined, the Labour party is more hidebound 
by its past thought than is the Conservative’ party. It has 
to make more effort to produce the same result ; in order 
that the Labour party as a whole may be as adaptable 
as its rival, its individual MPs have to be bolder in 
thinking afresh. Perhaps the latent ability for such 
thinking will emerge, in a responsible form, now thai 
the party’s ablest members have been freed from the 
day-to-day duties of ministerial office. 


THE WEEK 


with the raw materials agreement concluded in Washington. 
the more ready they will be to pick a quarrel on foreign 
affairs; Mr Churchill must not be allowed to have donc 
better in Washington than Mr Attlee did a year ago. There 
is much evidence that the left wing of the Labour move- 
ment, if it is not gaining ground within the party, is at least 
preparing to be combative. Dr Dalton’s broadcast before 
Christmas was intended to stimulate opposition to the 
rearming of Germany. Mr Anthony Greenwood, a newly 
elected member of the Opposition’s front bench, is trying 
to rally opinion against the Government’s Far Eastern 
policy (although Parliament has not been told much about 
3 yet), and : a band ni left-wingers has given notice 
of a motion for repeal of the Japanese T of Peace 
Act because of cage a : Seniah tetaatons with 
Chiang Kai-shek. And now the Labour party’s executive 
committee is to prepare “a comprehensive document ” 
expressing party policy on current international issues. 
Such a document would not be needed if there were no 
shifts in opinion to accommodate. _ 
* * ee 

Not the Worst Crisis ? 

Mr Attlee’s : 

ts crisis falls : i 

“tesponsibility. He told an audience 
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weekend that Labour had faced worse emergencies with 
iar less fuss 3 the sterling area’s gold and dollar reserve was 
‘ower in 194§ than today, the general trading deficit as grave, 
che industrial fabric of the country dislocated and run down. 
Labour coped with this emergency without whining and 
patiently rebuilt the national wealth. The Tories, confronted 
with a lesser job, were deliberately creating an atmosphere 
of scare. Fortunately, this is unlikely to be quite the case 
chat Mr Gaitskell puts for the Opposition in Parliament. 
But the lead given to Labour propaganda in the country 
.s obvious; the Tories will be accused of using the crisis 
as an excuse for running amok with an axe. 


It is true that the sterling area’s reserve stands even now 
higher than it did from mid-1947 to mid-1950 (though 
lower, in fact, than in 1945). It is true—it Would be strange 
otherwise—that Britain’s productive apparatus has been 
considerably “built up” from the empty and exhausted 
economy of 1945. But this building up was achieved with 
ihe indispensable aid first of $5,500 million worth of American 
and Canadian credit and then of $2,800 million worth of 
Marshall Aid. Indeed, during 1949 alone, receipts from 
Marshall Aid were equal to nearly half the present gold 

orve, 

In a sense, these considerations do put the present crisis 
in a more cheerful light. Past crises arose in spite of generous 
external aid ; the present crisis, arising in its absence and 

nder the additional stress of rearmament, offers accordingly 
less evidence of fundamental insolvency. That does not, 
however, make it less acutely dangerous than its predecessors, 
One simple test is the comparison between the size of the 
reserves amd that of the drain upon them at each of the 
crisis periods, ‘The loss of reserves during the last quarter 
of 1947, after the American loan was almost gone, would have 
exhausted the reserve in twenty-one months ; in the summer 
of 1949 the comparable period was thirteen months ; today 
it is eight. Moreover, there is no question today either 
of massive overseas aid or of the unrepeatable stimulant of 
devaluation. Mr Attlee knows all this. He surely will not 
continue to use his great influence to foster the belief that 
the crisis is a bogus crisis played up for purposes of party 
advantage. If he sticks to his Manchester form the omen 
for the new Parliamentary session is not good. 


* * * 


Britannia Rules Some Waves 


Mr Churchill was right to have second thoughts and 
agree to an American Supreme Commander in the North 
Atlantic. In war the chief purpose of Atlantic operations 
would be to get American power to Europe, and that would 
be far more a matter of keeping submarines away from 
convoys. It would be an immense task of organisation and 
direction for which Washington is ready to nominate Admiral 
McCormick, who has war experience with big ships and has 
distinguished himself as a staff officer dealing with logistics 
—which means delivering the goods by sea. To have insisted 
on a British officer for this post, or to have left the supreme 
authority undefined, would have been to run the risk of 
provoking the kind of surly mood in which Admiral King 
obstructed the allied effort in Europe ten years ago. 

The Royal Navy and Coastal Command are left, in all 
conscience, plenty to control. They have unrestricted control 
of the approaches to this country out to the 100-fathom line, 
which includes the main areas of U-boat operations in the 
last war and runs well west of Ireland and Ushant. The 
Admiralty has to look after the Channel and Europe’s coastal 
waters, as well as the waters around Norway and the vital 
part of the North Sea that is under General Eisenhower’s 
command, And the problem of watching and blocking 
submarine exits around North Cape and the Danish narrows 
seems to fall mainly within the scope of British forces. The 
Atlantic approaches to the Mediterranean, on the other hand, 
appear to come under American command. 


jo X 
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It. should not be forgotten, either here or in the United 
States, that the new Supreme Commander will be the servant 
of Nato, an international and not a national officer. He will 
be expected to refer on occasions as sharply to “those 
Americans” as Field Marshal Montgomery, im his role of 


, deputy to General Eisenhower, refers to “those British.” 
‘Much national 


ique and ill-informed comment will be - 
avoided in future if all holders of Nato appointments make 
a point of stressing their wider loyalty. It is disturbing, for 
example, to see General Juin, who is commander of Nato’s 
land forces in Europe, spending so much time on purely 
French affairs. And the preponderance of American officers 
in the Supreme Headquarters is still too conspicuous. If 
Americans and British are to urge convincingly that their 
European service colleagues—especially the Germans— 
should produce an integrated defence community, then they 
must set a firm example. Mr Churchill appears to have done 
so for the first time in this matter of the Atlantic command. 


* * * 


Solutions in Egypt? 


Each day’s events in the Canal Zone demonstrate how 
easily Egypt’s present leaders can tempt General Erskine 
to act in matters that ought to be purely their concern. By 
failing to curb their terrorists, and then by refusing to join 
with him in doing so, they force him to take measures—of 
which this week’s search of a section of Ismailia might be 
only the first—which are distasteful to his troops and to the 
British public. _ If this continued it would have two con- 
sequences. It would be bound to swell the numbers of 
actively hostile Egyptians and expose his men to an increased 
danger of incidents ; and such incidents, piled one on another, 
would in time snap the bonds even of British restraint. There 
would be, as there were in Palestine and in Ireland, out- 
bursts of retaliation the memory of which would become a 
permanent bar to alliance. 


In such a grave situation there are two methods of carrying 
on from day to day, and the choice between them can be 
made only by those in London who have authority. The 
first is to accept the military argument that responsibility 
cannot be shouldered and the lives of British troops protected 
unless the Canal Zone towns are combed or manned, and to 
take a chance—a slender one—of cowing the terrorists. ‘The 
second is to reduce to a minimum the chances of friction with 
the Egyptian people. This would mean spending money now 
on new lines of communication, which would by-pass, to a 
maximum that has not yet been reached, the Egyptian towns, 
ports and roads on the west bank of the canal. How much, 
for example, would it cost to build a “ Mulberry” on the 
Great Bitter Lake ? 


The second course, which might not in the end be the 
more expensive, is the less distasteful. At certain points on 
the Canal the British are entitled by treaty to their positions. 
By: taking a stand upon these rights and on no others, they 
could be until 1956 in an impregnable legal position even 
if the quarrel with Egypt were to come before the United | 
Nations. . Indeed, the British could then afford to provoke 
such a discussion by asking the Peace Observation Committee 
to send a corps of observers to the Canal Zone. They would 


quickly find out the truth about the fantastic stories of British 


atrocities which appear in the Cairo press and make a bad 
outlook daily more dangerous. 


* * * 


Cracking the Whip 


« Qnce again the American whip has been cracked at the 
Euro who take their time over achieving unity. General 
uccinees has used it to make much the same encouraging 
sound as before; but now Senators who visited Euro 
and debated at Strasbourg are making it hiss. And. 
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intention clearly still is that the British, ry should feel the 
sting. To continue like this is to surround this grave ques- 
tion with false expectations and dishonest thinking. 


The fact is that progress towards integration is dictated 
by the precarious state of national governments. In no 
European country directly concerned with the idea is it now 
politically and constitutionally possible to make a dramatic 
surrender of sovereignty, save perhaps in Italy. It is true 
that there is a general, though not universal, desire of peoplés 
to see free Europe take on a new shape; but whenever 
responsible men in power get down to the brass tacks of 
integration, they have to pause for thought because electors 
would not accept the consequences. In these circumstances 
the progress made in preparing the defence community and 
the coal and steel pool is quite remarkable and has obviously 
not been understood by American critics. Each practical, 
properly negotiated step of this kind makes the next easier ; 
but there will be no long jumping. 


It would be useful, too, if some American and European 
advocates of union would reflect on the possibility that its 
form may be one so far unknown to political science. The 
problem is surely to give permanent shape to the remarkable 
inter-governmental co-operation that is already taking place. 
And the role of Britain and the United States is to provide 
the protection, the wider framework within which free Europe 
can find this form. No one has ever heard of national states 
forming a federation under direct danger of war and economic 
stringency. The Strasbourg plant needs to be brought in 
under glass—and unbreakable glass. To do this it is neces- 
sary that the Americans and the British should clear their 
own minds about the “ Atlantic community” to which they 
are pledged. There will be persistent—and quite justifiable 
—hesitation about “integrated Europe” until it is known 
what its relation will be to Nato. And it is on this question 
that British policy should show imagination and initiative. 


* * * 


Housing Forward! 


The Government seems determined that its record in 
the social services shall stand or fall with its success in pro- 
ducing more new houses. .With so many cuts in prospect 
elsewhere, it is perhaps understandable that Mr Macmillan 
should try to capture the popular imagination with a glowing 
vision of an output of houses for which “ there is no restric- 
tion, no rigid ceiling, no artificial limit.” 


This vision is to be pursued by two main roads. One 
is the study and enforcement of all forms of economy— 
economy of design, simplification of production, the use of 
substitute materials, and so on. So long as these devices 
arg used with discretion and good sense, and are not allowed 
to degenerate into jerrybuilding, there is everything to be 
said for them. They should succeed in conjuring a larger 
number of houses out of what looks like remaining—despite 
the new device of creating regional production boards to 
break bottlenecks—a strictly limited supply of building 
materials. 


The other intended route to higher output was sum- 
marised by Mr Macmillan this week in the slogan, “the 
quicker you build, the more houses you will get to build.” 
Some papers have treated this policy as if it meant the 
abandonment of central controls and the freeing of the 
building industry. What it really means is that building 
licences will in future. be allocated on a more flexible basis, 


according to local enterprise and performance, instead -of . 


on the present quota system, which was certainly too rigid. 
The new system provides an obvious, and up to a point 
a welcome, incentive to the more efficient councils : and 
‘builders. But it has snags. It may mean that the houses 
go up where the builders want to put them instead of where 
people need to live or where planning schemes intend them 
to go. Mr Macmillan, as the Minister responsible also for 
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local development plans, will have to watch this point 
carefully. 

Much of what has been said this week may be just elabora:< 
window dressing. If new housing is pressed very vigorously 
the effect may be to withdraw labour from repair and main- 
tenance work of equal or greater value in providing home:. 
There is also the danger that more houses will again be 
started than there are materials to complete. There is. 
finally, the wider amd graver danger that a higher volume 
of resources may be drawn into housebuilding than the 
nation can at the present time afford. The Governmen:’s 
approach to the housing problem is one-sided. There are 
other, if less popular, ways of easing the shortage ; in par- 
ticular, housing rents and subsidies ought not to escape 
the deflationary remedies that are being adopted in other 
branches of the economy. People will not be impressed by 
the gravity of the economic crisis if the Government cannot 
refrain from demagogic tactics in a field which yields itself 
only too easily to their employment. 


x z * * 
The “ People’s House ” 


The Ministry of Housing and Local Government has 
issued a handbook* showing how some of the promised 
economies in house design might be realised. Two of the 
new designs follow orthodox lines ; they reduce the circula- 
tion space taken up by hall, passages and lobby, while 
retaining the previous minimum sizes of rooms. One council 
has already built three-bedroomed houses of this type for 
under £1,000, and the average saving is expected to be at 
least £150 a hoyse. Terrace blocks, for which designs are 
also included, should show larger savings. 


The other two designs suggested break new ground in this 
country, although they are said to be popular in Canada and 
the United States. Both the “dining hall” and the “large 
living room” houses save space by having the staircase rise 
from the main room instead of from the entrance hall. This 
device also enables better than average heating to be pro- 
vided (at higher than average cost) through the use of 
radiators downstairs which warm the bedrooms via the 
staircase. In the one design, the ground floor consists of a 
single large room and small kitchen. This is, by English 

‘standards, an unconventional arrangement, but the Ministry 
has ere that it will ap to the younger generation. 
Certainly their elders may Pent shy of it. 

Local authorities have complete discretion whether 
to adopt any of these igns. Other ways of making 
economies will be dealt with in subsequent handbooks from 
the Ministry. But certainly one of the greatest weaknesses 
of postwar housing has been that families of widely differing 
means and requirements have been put in the same sort of 
houses at uniform rents. The proposed reduction of 
standards will enable local authorities to provide a greater 
variety of houses, suited to different incomes, and to reduce 
the ills of excessive subsidisation. 


* * * 


The Rifle After Washington 


Mr Churchill must expect Parliament to question him 
closely about his discussions in Washington on the new rifle. 
It would be a pity to rake over last year’s controversy again, 
but it is important to know how the British army is to be 
supplied during the next few years with the automatic 
weapon that it badly needs. 


The statement issued after the talks with President 
Truman left this point entirely undefined. It was agreed 
that, for the sake of economy, both the United States and 


* Houses 1952. Second supplemen ha Housings ‘Manual, 949. 
HMSO. Is. ES 
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Britain “ will continue to rely upon rifles and ammunition 
now in stock and currently being produced.” In Britain’s 
case, this means that the plans for producing the new .280 
rifle on a considerable scale, which were well advanced, have 
been abandoned. In theory, both countries will continue to 
experiment “ while a common effort is made to devise a rifle 
and ammunition suitable for future standardisation.” In 
practice, such an effort cannot mean devising another new 
weapon, which both sides would agree to be the best of all, 
from scratch. That would take too long. The real meaning 
of the Washington statement must be that the Americans 
have confirmed their refusal to have the British .280, and 
that Mr Churchill has decided to conform, [If the British 
infantryman gets a new, rapid-firing weapon at all in the next 
few years it will be an American .300. 

That is probably,.in all the circumstances, the best 
decision. The Chief of the Imperial General Staff agreed, on 
his return from’ Washington, that at ranges under 500 yards 
the new American rifle is better than the British .280 ; it 
has more “knock-down” power, and that is an advantage 
particularly important to the morale of the men who use it. 
It seems to be true, nevertheless, that in all-round perform- 
ance the British weapon is the better, but the superiority is 
not great enough to outweigh the advantages of standardisa- 
tion in the only practicable form—that is, the adoption of 
the American weapon. Mr Churchill has no need to be 
ashamed of yielding ; indeed, he will only be returning to the 
position he took 
course now is to take the decision with good grace and to see 
that as soon as possible the British army gets some American 
rapid-firing weapons. If any definite arrangements to that 
end have been made, Parliament would be reassured to hear 
about them ; if it would. speed up the supply at all soon, 
there would be a strong case for manufacturing the American 
rifle here, 


* * * 


Near Success in Kashmir ? 


The Kashmir dispute is now nearer settlement than it 
has ever been. This is the outcome of many months of 
intense work by the UN mediator, Dr Graham. It is also 
largely due to the remarkable and ingenious details of the 
demilitarisation plan put forward for Kashmir by General 
Jacob L. Devers, Dr Graham’s military adviser. The plan 
appears to be entirely acceptable to Pakistan, and there is 
no inherent reason why the Indians should not also accept it, 
even though they have so far only provisionally accepted its 
earlier stages. When the Security Council discusses the plan, 
probably in a few days’ time, there can be little excuse for 
not giving it the full backing of the United Nations. Such 
a position has never been reached before in the Kashmir 
dispute, If the plan is adopted, General Devets’s proposed 
date—July 15th-—for making Kashmir ready for a plebiscite 
could prove a turning point for the free world in southern 
Asia. 


Apart from the proposal of a date, the plan has two novel 


merits. It aims at reducing the forces before the plebiscite 


to 10,000 on the Pakistani side and 13,000 on the Indian ; 
this would be the same proportional relationship that they 
bore to each other at the cease-fire. . i 


always clung: that Pakistan should reduce its forces first, 
while Indian reductions are Kept in step only a few days 
behind the Pakistani. 


_It is in the clearest interest of peace in Asia that the. 


Security Council should back this plan. That is probably 


the reason why Mr Malik, the Soviet spokesman, has chosen. 


this moment, of all Cregg to intervene for the first time 
in the Kashmir dispute by making a strongly partisan speech 
in India’s favour. He may hope to pone the settlement 
which is at last on the horizon. The Russians patently regard 


when the matter first arose. The right - 


Developing in carefully 
graduated stages, it embodies a principle to which India has' 
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it as in their interest to keep India and Pakistan divided and 
weak. And they doubtless hope to encourage the Indian 
Communist Party, which has lately secured considera}|c 
and unexpected successes in: the elections in south Ind). 





For Mr Nehru this support from. Moscow ‘must be acutely 


embarrassing. 
* Pg a ae 


Bonn Appeals to Nato | 

The West German Government has asked the Three 
Wise Men of the North Atlantic Treaty Organisation to take 
up its dispute with the High Commission over Germanys 
financial contribution to Eur defence. The High Com- 
mission will probably make the sensible decision to agree ‘0 
this request and break a deadlock that has lasted too long 
already. 


The dispute revolves round these two questions :—How 
much can the Germans afford for defence? and should they 
pay anything towards the maintenance of British and 
American troops in Germany once the European army comes 
into existence ? The Ministry of Finance in Bonn clains 
that the Germans must make one single payment, preferably 
to the common treasury of a European defence community ; 
it will not undertake any separate obligation to pay occupa- 
tion costs under another name. It estimates the total amount 
that the country can afford at hardly more than the present 
occupation costs ; and this, after a short period, would be 
entirely absorbed by the European Army. It persistently 
claims that the burden of refugees, Berlin and war pensions 
should be included in the German contribution to defence. 
To the argument that the gross national product is constantly 
rising, the reply is that these social relief payments will have 
to be increased. The German Government, moreover, objects 
to dealing on these matters with the High Commission now 
that it is a partner in negotiations on the European defence 
community. 

The High Commission rejects the very modest German 
estimates of the country’s capacity to pay; it insists that a 
contract covering the Government’s financial liabilities for 
troops on German soil must be part of the treaties that are to 
replace the tion Statute. Should the German con- 
tention be accepted, the British defence budget would find 
itself burdened with an additional {£180 million a year, which 
is quite unacceptable ; but to continue arguing on these lines 
is to allow Britain to be manceuvred into a position where it 
appears .to be obstructing the formation of a European artny. 
For a number of reasons, therefore, it will be a good thing 
if Germany’s estimates are put through the mangle in Piris 
that- has already squeezed the water out of the statistics of 
Nato Governments ; and if the verdict is that Germany can 
pay more than the present ion costs, thé chief obstac'c 


_ to a compromise with the High Commission will have been 


cleared away. Germany is, of course, not a member of Nato ; 
but in uy -. in other — mwaigre rie objections oe ld not 
prevent the Western powers from satisfying its claims to 
equality. The country is on the brink of great decisions and 
confidence in it must be shown wherever possible. 


* ®- * 


A Citizen Army for Germany , 


For the first time, the German public have realised that 
the Eugopean army is a real project, and have been given 
some hard facts about their share in it. Hitherto the subject 
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system. The German force will number from 300,000 to 
400,000 men, selected from the age groups 18 to 21. 
There will have to be recourse to the experienced older ex- 
officers'and NCO’s for training the recruits, and it is proposed 
that they shall be allowed to volunteer. 


Herr Blank’s information was a shock to the public, It 
had been assumed that the army would consist of volunteers, 
and the professional military men in Germany had strongly 
advocated this system. The Social-Democrat Party has taken 
steps to carry out its threat to appeal to the Supreme Court, 
on the grounds that the Government will be breaking the 
constitution if it tries to introduce conscription by a simple 
majority vote. The question is being. raised whether the 
Federal Government has the right to allow a supra-national 
body to decide an internal measure of this nature. Herr 
Blank has made it clear that the European Defence Com- 
munity treaty itself will commit Germany to conscription, 


and will have to be ratified or rejected in full by the 
Bundestag, 


In face of the storm Dr Adenauer has made another effort 
to win the Social-Democrats over to a bi-partisan policy. 
He has been told that the Socialist point of view will have 
to be considered ; it is not enough for them to be informed 
of the Government's policy. This will be difficult in view 
of the extreme nature of the Socialist demands. The 
Chancellor’s hand has, however, been greatly strengthened 
in dealings with the opposition by a declaration from the 
trade union federation in support of the European Army. 


Herr Blank also gave the German public the first real 
indication that the new army is to mark-a complete break 
with Prussian tradition. It is not only to be part of an inter- 
national force, but is to be a “ citizen’s army.” Its members 
will not lose their civilian rights and will be expected to 
take off their uniforms when they go on leave. This con- 
ception will be very welcome to Germany’s future allies ; but 
it is one which Germans themselves need time to digest. 
The Bonn government, instead of maintaining silence so 
-long, should have been carrying out an intensive campaign 


of propaganda for this novel idea of a German army without 
militarism. 


* * * 


Federation Talks 


There is likely to be a debate on the proposed feder- 
ation of the Rhodesias and Nyasaland soon after Parliament 
reassembles, .and presumably the Government will then 
make some statement on the talks that began this week with 
Sir Godfrey Huggins, Prime Minister of Southern Rhodesia. 
Party attitudes, and particularly the views of Labour back- 
benchers, have not been defined. Mr Griffiths, Secretary 
of State for the Colonies when the scheme was drawn up, 
was still in favour of it last September when he returned 
ftom the Victoria Falls conference and had seen for himself 
the Africans’ opposition. Since then their opposition has 
hardened and Griffiths’s own attitude at the conference 
has been criticised by Sir Godfrey Huggins. 

The Labour party’s official attitude to the federation 
proposals may therefore be somewhat cooler than it was. 
The party is certainly likely to, and indeed ought to, 
scrutinise very carefully any modification of the proposals 
that may be agreed ‘between the present Government and 
_ Sir Godfrey Huggins. Doubts were always expressed 

whether, even if the scheme were acceptable to the Africans, 
it would be accepted in its entirety by the Europeans of 
Southern Rhodesia. Sir rey has, for instance, expressed 
strong objection to the proposed Minister for African 
Interests in the federal cabinet, who would be nominated by 
the Governor-General. If the Government agrees to drop 
this proposal, it is important that African interests should 
be safeguarded in some other way. 


Discussions: on details, however, seem academic in the 
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face of the Africans’ uncompromising hostility to the whole 


idea. The debate ought to be an ity for the 
Gevernment’s attitude to be made clear. An article on 
page 215 shows how increasingly distrustful the African has 
become both of the federation proposals and of the Euro- 
pean’s sincerity about partnership. Does the Government 
intend to go on trying to win the Africans over, and, if so, 
what steps will it take to do so >? Or does it intend to proceed 
with federation in spite of the African’s opposition ? 


* * * 


The Steak’s Off 


Lord Woolton’s election fantasies about red meat must 
have embarrassed the Minister of Food when he announced 
the cut in the meat ration from Is. §d. to Is. 2d. ; and they 
will be an embarrassment for a long time to come. In nine 
months Argentina has delivered little more than half of the 
200,000 tons of carcass meat and offal that were to have 
been shipped in the twelve months ending in April. Australia 
contributed to the ration only 42,000 tons of beef in 1951, 
compared with 54,000 tons in 1950, and only 15,000 tons 
of mutton and lamb, compared with 59,000 tons in 1950. 
The lower price of wool may this year make farmers in 
these countries less ready to keep sheep for an extra clip 
before slaughtering them, as many did last year. But raising 
meat takes three years, and it is too early to judge the effect 
on production of the fifteen-year contract with Australia 
that was signed last year. Neither the Minister of Food 
nor—if they were allowed to operate—the private traders 
can stop these prosperous countries, with growing popula- 
tions, from consuming more of their own meat, except by 
offering much higher prices. And that, if it were effective, 
would still further unbalance external payments. 


* * * 


M. Faure Seeks a Budget 


It is not often given to a newly elected Prime Minister 
of France to bring the National Assembly to its feet with 
the opening sentences of his first speech. M. Edgar Faure 
achieved this feat on Tuesday by beginning with an 
announcement of the tragic events of the previous day in 
Tunisia. The debate which followed dealt with Tunisian 
affairs rather than those of solitan France, and the 
majority of 396 to 220 with which the Assembly supported 
M. Faure was a tribute to his skilful presentation of a new 
policy towards Tunisia rather than an ion of confi- 
dence in his government. As an article on page 216 shows. 
the new Prime Minister has been particularly successful in 
securing Socialist support for this policy ; it, remains to be 
seen whether he can obtain the same support for his budget. 
If he cannot, his government, the sixteenth since 1944, must 
go the same way as that of M. Pleven. . 

M. Faure has, in fact, taken over the Pleven government 
virtually as it stood. His Ministers are drawn from the same 
parties and groups—Radicals, MRP, Peasant party, right- 
wing independents and UDSR—and in the same propor- 
tions. Only M. Pleven himself and M. René Mayer go out 
of office, and 21 of the 26 members of the new government 
were in the old. M. Robert Schuman and M. Maurice 
Schumann remain in charge of foreign and Tunisian affairs. 
and M. Bidault is the “overlord” responsible for defence. 
M. Pflimlin leaves the Ministry of Commerce to handle rela- 
tions with the Council of Europe, which may in consequence 
hear rather more of his “ green plan ” for an agricultural pool. 

The new Prime Minister is himself replacing M. Mayer 
as Minister of Finance ; like M. Queuille in 1948, he 
undoubtedly hopes to shake off this additional burden as 
soon as the looming budget problem is solved. A Radical 
himself, he has done his best to ensure unity on this grucial 
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issue by assigning economic affairs—a newly revived port- 
folio—to M. Buron of the MRP and the Ministry of the 
Budget to an independent, M. Courant. The fact that the 
delay in voting taxes is costing the Treasury a billion francs 
a day certainly helped to make last week’s governmental 
hiatus one of the shortest France has known since the war. 
The same fact must compel M. Faure to grasp the financial 
nettle swiftly and firmly ; but no-new factor has appeared 
to make his chances in this respect amy better than were 
those of M. Pleven and M. Mayer. 


Trouble on the Burma Border 


While the Japanese Prime Minister has beem making 
a gesture in favour of the Chinese Nationalist Government 
in Formosa, and the British Prime Minister in his address 
to Congress has gone further than any previous British 
official pronouncement in approval of the American naval 
protection of Formosa, Chiang Kai-shek’s supporters on 
another front have been creating a situation that may lead to 
far-reaching international complications. Ever. since thé 
Communists overran South China, a Kuomintang force under 
a certain General Li Mi has been playing hide-and-seek with 
the victors of the civil war in the mountainous border region 
between China and Burma. He has used Kengtung, one of 
the Burmese Shan states, as a base of operations. The 
Burmese Government, which has recognised the Chinese 
Communist regime and is in diplomatic relations with it, 
would like to disarm and intern this refugee army, as its 
obligations in international law require ; but it is incapable 
. doing so owing to the weakness of its authority within 
3urma., 


_ On the other hand, General Li Mi’s force in Kengtung is 
in contact across another frontier of Burma with Siam, 
whose government continues to recognise the Nationalists in 
Formosa as constituting the legal government of China—a 
policy in which it has had the support of American official 
and semi-official representatives in Bangkok. It has now 
been reported that the Siamese have not only been for- 
warding supplies to General Li Mi, but have allowed a unit 
of Nationalist troops sent from Formosa to pass through 
Siam to reinforce him. 


There is at present a sharp divergence between the policies 
of Burma and Siam owing to their different attitudes towards 
China. In any case there is no love lost between the two 
countries, for during the last war the Japanese allowed Siam 
to annex two of the Burmese Shan states, and though these 
had to be restored at the end of the war, latent irredentist 
Claims remain on the Siamese side. Further, whereas the 
minority in Burma is numerically small, that in Siam 
is sO large as to threaten the integrity of the nation if 
brought under control from Peking. On the principle that 
it is not possible to beat something with nothing, the Siamese 
see in active support of the Kuomintang the only check 
on the formation of a Chinese Communist fifth column 
within their country. But giving help to Li Mi for operations 
across the Chinese frontier is a very dangerous course of 
action ; it provides the Chinese Comnrunists with a strong 
case for military intervention.in both Burma and Siam, if 
they want an excuse for moving into South East Asia. So 
far, indeed, Peking has been cautious and conciliatory in its 
relations with Burma; Indian reactions have to be taken 
into account, and in present circumstances Indian friendship 
is valuable to China. But this is all the more reason why 
China should not be unnecessarily provoked on the Burma 
border. Mr Acheson’s denial on Wednesday that American 
agencies are involved in these matters is very welcome ; for 
it is most undesirable that cloak and dagger activities should 
be entrenched in areas where American policy accepts no 
direct responsibility. 


203 
Trouble in Hungarian Factories 


Mr Rakosi, the Hungarian vice-premier, is seriously 
worried about the state of discipline and morale in Hus- 
garian factories. He has complained that there is a great 
deal of talk about bad labour discipline, but nobody appears 
to be willing to do anything constructive about it. He is 
concerned not so h with those who are idle simply 
because they have a natural aversion to hard work, but 
with “ certain hostile elements against whom mere agitation 
and persuasion is about as effective as holy water.” It was 
with an eye on these people that the Hungarian Supreme 
Court recently declared that offences against discipline were 
crimes against the “ people’s economy,” to be punished with 
“ corrective educational labour.” Mr Rakosi may well have 
had reason to be satisfied with the “ salutary effect” of this 
decision, but it can hardly create an atmosphere of harmony 
and willingness in Hungarian factories. 

Potentially even more dangerous to the Communist 
regime is, perhaps, what Mr Rakosi calls the “liberal 
attitude of the managers.” Too many of them condone the 
slack practices of the workers and fail to make use best 
possible use of the new recruits that the party and the 
government are making every effort to send into the factories. 
He obviously feels that the managers and the technical 


experts are seriously neglecting that close co-operation with © 


the local party organisations which, to the Communists, is 
a decisive factor in increasing production. But it is not 
just quantitative increases in production that are needed. 
Mr. Rakosi admitted that “it has become customary” for 
factories to over-fulfil their plan by producing bulky articles 
that require little processing, while neglecting the smaller 
articles that need more time and skill. There have also been 
a great many complaints about the quality of the articles 
produced ; and when this has reached the point where it 
is seriously affecting Hungary’s export trade, it is not 
surprising that Mr Rakosi is worried. It is typical of the man 
—indeed of most Communists—that his remedy should be 
to give greater power in the factory to the local party bosses. 


* * *® 


Doctors for Dockers 


The conditions under’ which dockers work are, even . 


now, notoriously bad. It is only a few months since Sir 
Frederick Leggett’s committee of inquiry drew a most 
unattractive 2 of squalid lavatories and inadequate 
washing facilities at the London docks, and concluded that 
such conditions were one of the causes of labour unrest. 
No minimum standards of amenity are laid down by law, as 
they are in the factories. Legislation was expected to foilow 


the survey that the National Dock Labour Board made in 


1948, at the request of the Minister of Labour. But there 
have been three Ministers of Labour since then, and little 
has been done—apart from the fact that the eeapun iq 
factory inspectors now pay an occasional visit to the docks, 
in a strictly advisory capacity. 

The Dock Labour Board does what it can, as it shows in 
a recent booklet on “ Welfare Among Dock Workers,” to 
improve amenities. It has built covered call-stands and, 
in two or three ports, wash places. But with a limited amount 
of money to spend on welfare—some {£600,000 in the current 


year—it devotes the greater part of it to the medical service. 


This is a proper priority, in view of the hazards of work in 
the docks and the frequency of minor injuries. It leaves 
the responsibility for other amenities still squarely on the 
port authorities and the employers, and, ideally, this 
responsibility should be defined. This is not the time, 
obviously, to devise new claims on the national resources. 
Canteens and call-stands for dockers must rank below homes 
in the list of priorities. But there should be an effort to 
pores Tong ec wee about working conditions in the docks 


as soon, in the time worn phrase, as circumstances permit, 
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Schoolchildren’s Health ; 


In spite of the belated appearance of the Ministry of 
Education’s report on the health of the schoolchild in 1948 
and 1949, it is worth reading; for besides giving some 
interesting general information, it shows the effect of the 
national health service on the school health service. The 
improvement in children’s physique is apparent to any lay- 
man. Impressions are confirmed by extracts from the reports 
of various school medical officers. In Manchester, for 
instance, the proportion of children in “poor general con- 
dition ” was assessed at only 2.8 per cent in 1949, compared 
with 4.7 per cent in 1947. In the same years the number 
of children whose general condition was good went up 
from 16.6 per cent to 25.8 per cent. The average height 
of London schoolchildren increased by about three-quarters 
of an inch between 1938 and 1949, and their average weight 
by 13 lb. The Wolverhampton school medical officer com- 
ments that weighing machines in the senior schools are no 
longer adequate for weighing pupils in their last year at 
school. The chief disappointment. seems to be that the 
number_of yverminous children is as large as ever. Individual 
children found infested in 1949 numbered 443,016—8 per 
cent of the total on the school registers. In 1938 the number 
was 444,967. There is some interesting information on 
tonsil operations, which show a surprising variation in rates 
from the area of one education authority to another. Another 


chapter discusses the problems of the diabetic child ; but ~ 


it isa pity that no mention is made of the far more numerous 
epileptics, whose disability may preclude them from 
attending school even when they are of normal or high 
intelligence. é 

The account of the health service’s impact on the schools 
gives a much less satisfactory picture than the account of 
the children’s health. In spite of the efforts described in the 
report, co-operation between the family doctor, the hospital 
and the school health service is far from complete. In the 
years covered by the report the adult demand for spectacles 
caused long delays in the supply of glasses for schoolchildren. 
In the last eighteen months this delay has been overcome, 
but there is still no improvement in the school dental service, 


which was seriously: affected by the attraction of dentists to. 


general practice. The few remaining school dentists, the 
report comments, must now be highly selective in the fillings 
they undertake, and first teeth are perforce neglected—a 
state of affairs that is particularly deplorable now that the 
wartime improvement in children’s teeth has been reversed. 


Shorter Notes 


At the annual meeting of the National League of Hospital 
Friends this week, Mr Crookshank partially lifted Mr Bevan’s 
ban on members of hospital boards and management com- 
mittees associating themselves with appeals for voluntary 
funds for “ amenities.” The ban was never easy to under- 
stand, especially as official encouragement was given to the 
maintenance of local pride and interest in hospitals, and 
Mr Crookshank might well have lifted it altogether. Collect- 
ing boxes may be placed in hospitals “ on special occasions,” 
but not as a general rule. Why not ? What simpler method 
is there of enabling patients and their relatives to express 
their gratitude to a hospital and its staff ? Hospital appeals 
should be neither importunate nor undignified ; but, pro- 
vided they fulfil this criterion, the question of the hospitals’ 
own association with them should be left to the good sense 
of the authorities themselves. 


e 


The two weeks’ strike of London electricity meter readers 
ended on Wednesday with what was certainly a moral victory 
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for the London Electricity Board. It has agreed to give thc 
trade unions concerned the information which led to the 
conclusion that all meter readers were not doing a full day’: 
work, and it will discuss with the unions the amount o| 
redundancy and the question of alternative employment fo: 
the readers discharged. But the board has not given wa, 
over the supervisors, the original cause of the'strike. Thes: 
will continue to accompany meter readers in order to deter. 
mine what should be a fair day’s work. 


* 


Major-General Guy P. Dawnay, who died on Saturday 
last, was a director of The Economist Newspaper Limited 
from 1929 to 1947. He was a soldier whose gallantry wa: 
rewarded with the DSO as long as fifty years ago, and 2 
much respected investment banker and company chairman. 
Neither description, however, exactly fitted him. There was 
a poetry in him that is not often found in the barrack and a 
gaicty that is still more rarely released in the board-room 
All who knew him will feel a sense of personal loss. 
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The French Constitution 


When, after the Revolution of 1830, the veteran 
diplomatist Talleyrand went up along with the other 
Ministers of State, to take the oath of allegiance to the 
new Constitution, he was heard to mutter in a sort of 
audible aside—“ The THIRTEENTH: I hope it will be 
the last! ” Since then—to say nothing of a number of 
minor changes—two other constitutions have been adopted 
and proclaimed; and the present production of Louis 
Napoleon is, therefore, the fifteenth under which France 
has suffered since Louis XVI. Fifteen in little more than 
sixty years, or about an average duration of four years to 
each! We do not think that our contemporaries have done 
justice to the new scheme, or to the remarkable ability 
of the proclamation by which it was ushered in. . . . The 
first thing that strikes us in it is this: it is not, and 
makes no pretension to being, a system of Parliamentary 
Government. . . . without going so far as to say that the 
French are unfit for Parliamentary Government, and’ will 
probably remain so, we have on several occasions expressed | 
and justified our conviction that such: a form of polity is 
wholly incompatible with the existence of the centralised |} 
administration and despotic bureaucracy which thé French 
not. only endure but cherish. . . . What then is, at the 
bottom, the real defect of this Constinition ? In what is 

_it so inferidr to our own ? We reply in a single sentence— 
It wants those guarantees which no Constitution can 
_ supply ; it wants virtue and principle in the men who are 
to work it. Ably and honourably carried out, it might 

- secure the tranquillity, the prosperity, and a steady aug- 
mentation of the liberties of France; but where lies the 
security—whence can we dravi the hope—that it WILL 
be ably and honourably carried out? .. . there is wanting 
that, with which no Constitution, however bad, can be 
practically oppressive or unjust—qwithout which no Con- 
stitution, however ‘perfect, can be worth the skin itis 
engrossed upon—-viz., a love of freedom on the one side, 
and a love of justice on the other: on the part of the people 

a resolution to maintain their rights ; on the part of rulers 

a sense of honour to respect them ; public spirit in the 
many-—public virtue in the few; in all ranks and classes 
-.. the saving and redeeming SENTIMENT OF DUTY. 


The Economist : 


January 24, 1852 
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Hesitation can 
mean disaster 


Whether it’s Mutiny or Heavy Duty Cooking 


On May 12th, 1857, the rebels captured Delhi and there 
was a great Ball in Lahore. Quite an eventful day: the 
local troops were planning to revolt as well. Next 
morning, they were summoned to a general parade. 
Taken completely unawares, four Regiments obediently 
piled their arms and marched safely away. So it was— 
simply, heroically, and at the eleventh hour—that the 
entire Punjab was saved from Mutiny. 


Just as procrastination in those days would have 
been a thief of Empire, so in our own time it can be a 
thief of money. For instance, if you order Falkirk 
cooking equipment now, you will get it now—and at a 
very competitive price. If you delay, the opportunity 
won't wait for you. 


HARD FACTS ABOUT FALKIRK 





Equipment for Gas, Electricity, 
Oil, Steam and Solid Fuel 

Really tough cast-iron con- 
struction—will last for years 

Efficient modern equipment 
means less work for small 
Staffs 


Price most competitive 





No weak links, a complete 
and balanced range of 
equipment 

Specially designed installation 
and plans for each customer 

If you need new kitchen 
equipment, now is the time 
to buy. 


Find out NOW about “Ger 


FALKIR 


Please write for illustrated leaflet to aps 
The Falkirk iron Go..Ltd. Falkirk, Scotland or 
HEAVY DUTY Mortimer House, 37/41 Mortimer St., London, W.1.. 


or 40 Hanover Strest, Leeds, 3. 
COOKING EQUIPMENT o, 1s Leigh Street, Liverpoct, 1. 


for Hotels, Restaurants & Canteens (Proprietors : Allied Ironfounders Limited) 





Have you a @x!!! 
of a boiler? 


Peace of mind and plenty 
of hot water without effort 
if you have an 


AGAMATIC 


THE GREAT THING about the Agamatic is that it 
always works. It is automatic; it is really clean; it 
need never go out. It just heats water — quickly, 
cheaply, constantly. 


It has.a thermostat to give you hot water whenever 
you need it and to damp the fire down when you 
don’t. r 
The circular grate makes riddling a clean job, over 
in a moment. It is as dustless as can be; the ashpit 
door fits like the breech block in a gun. 


The whole casing is heavily insulated: no heat is 
wasted. 


It will burn any kind of solid fuel and most kitchen 
refuse. 


Price £45 .0 . 0 ex works, and that is very reason- 
able indeed. 














We are ail short of every kind of fuel — solid fuel, electricity and 
gas. But official opinion favours solid fuel for water heating and 
space heating. The Agamatic runs best on smokeless fuels, but if 
you are stuck it will give you more hot water more easily on any 
fuel you can lay hands on — coal, wood, peat or old boots. Even 
if you do have to let your boiler out, the Agamatic is still easier to 
relight, gives you hot water more quickly and never wastes a single 
nugget of fuel. 











3 It’s a gentieman’s life for the stoker of an Agamatic 


For full information, please call on any of the 130 out-of-Town Aga Agents, visit the 
London Showrooms, or write for the illustrated Agamatic lea‘iets to; 


AGA HEAT LTD. 
Brae tae 18/20 NORTH AUDLEY STREET, LONDON, W.T. 
a ne re ae 


‘The word ‘ Agamatic’ is « registered trade mark of Aga Heat Ltd. 
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Letters to the Editor 


The Sterling Crisis 


Sir,—The crisis in the country’s 
balance of payments, of the prospects of 
which The Economist of January 12th 
gives so ‘grave a warning, is funda- 
mentally monetary in character. We are 
spending too much. Spending requires 
money, and spending in excess of in- 
come and therefore of output is only 
possible if people have the money to 
spend. 


When controls prevent prices from 
being forced up, a demand in excess of 
productive capacity can only be met by 
supplies of goods either from stocks or 
from abroad. Stocks are a_ limited 
resource, and an excess of imports 
results, The only immediate remedy 
available is a restriction of imports, by 
prohibitions, licensing and rationing. 

We are spending too much because 
the excess of loose money bequeathed 
from the profusion of war finance is still 
with us and provides the means of 
spending. ‘Till rosx budget .surpluses 
and American aid were providing sur- 
plus resources which might have been 
used to effect a substantial reduction in 
the excess money, but, as fast as money 
was, extinguished by ‘redemption of 
floating debt, it was replaced by bank 
advances to customers. A renewal of 
the series of budget surpluses cannot be 
hoped for. The country is heavily 
overtaxed, and véry littl can be 
expected fram reductions of government 
expenditure. The Chancellor of the 
Exchequer has wisely turned towards 
credit measures: 


But the rise of bank rate two months 
ago was only a gesture. Is the. restric- 
tion of overdrafts and advances promised 
by the bankers anything more ? I fear 
it is not. 


What is needed is to_reduce the pres- 
sure of the excess demand on producers. 
The bankers’ endeavour will be “to 
restrict credit to essential purposes,” but 
surely that is the wrong criterion. 


A refusal- of overdrafts to private 
customers would accomplish something, 
but the main problem is in the borrow- 
ing for business purposes. Some short- 
term borrowing is for capital outlay, the 
purpose of which, it is true, can be dis- 
tinguished as essential or non-essential. 
But capital outlay is anyhow controlled 
through licensing, allocations of materials 
and capital issues, and the long-term 
rate of interest is already high. 


The main part of short-term borrow- 
ing is for cerrying stocks of goods, and 
the virtue of a high bank rate, “ dear 
money,” is that it induces traders to be 
content with smaller stocks for a given 
turnover of purchases and sales. To 
reduce stocks; the orders they give the 
producers must be less than their sales. 
The proposed credit restriction is not 


s 


before, however non-essential the goods. 
Traders will go on ordering goods and 
the pressure on producers will continue 
practically unabated. 


In regulating the flow of money by 
credit measures, prompt action is vital. 
Delay in acfion was the fatal defect of 
credit policy in the interwar years. Are 
We to expect nothing better now ? 


There is another aspect of the balance 
of payments, which is not less important 
than credit policy.. The most emphatic 
statement of the disastrous effect of 
devaluation on the balance of payments 
was contained in the Conservative 
party’s election manifesto: “We have 
now to give from one-quarter to one- 
third more of our life’s strength, skill 
and output ... to get the same intake 
as we did before devaluation.” Prompt 


action is as necessary here as in credit‘ 


measures. If nothing is done, the 
ruinous loss we suffer by selling our 
exports too cheap will eventually be recti- 
fied by a rise of wages, and therefore of 
costs, which will after all nullify the 
competitive advantage which was 
anticipated from devaluation. 


An up-valuation of the pound would 
interrupt that tendency. It would raise 
costs in terms of dollars, but in that 
respect would be no worse than the 
rise of wages which is now being accele- 
rated. Incidentally, by reducing the 
sterling cost of imported food supplies, 
it would make possible the only really 
substantial budget saving open to us— 
a reduction of subsidies. 


Perhaps it will be argued that the. — 


crisis is too deep-seated to be coped with 
by monetary devices. Arid it is true 
that the burden of defence, added to 
other demands on our resources, sub- 
jects the economic life of the country to 
a severe strain. But it is impossible to 
say just what effort is necessary to stand 
the strain unless the monetary weak- 
nesses are remedied. It may be that the 
austerity we have been undergoing is 
after all sufficient.—Yours faithfully, 
R. G. HAwWTREY 
London, W.8 


How to Export Coal 


Sir,—You make no reference in your 


article on coal to the fuel efficiency 


branch of the Ministry of Fuel and 
Power. This service provides excellent 
advice and information on fuel saving 
methods. This advice seems only to 
have been accepted to a minor’ extent, 
if at all, by the majority of domestic or 
industrial consumers. The following 
facts may indicate how important the 
failure to accept this valuable advice can 
be: a well insulated roof can save up to 
eight times as much heat as an uninsu- 
lated one. A well run boiler plant 
produce the same heat with 20-30 





these methods may mean a total saving 
of 60-70 per cent in fuel consumption in 
the efficient factory. Apart from fue! 
saving, heating efficiency may mean an 
earlier start and more productive day 
during cold weather and more effective 
heat processes all the year round. 


I suggest that the allocation of stec! 
and other scarce material for fuel saving 
purposes will be at least as valuable a; 
its allocation to mining, and that the 
wholehearted effort on the part of a!! 
concerned to save fuel will satisfy this 
country’s real need and yield a satis- 
factory surplus for export withoutshaving 
to make further disproportionate in- 
creases in miners’ wages.—Yours faith- 
fully, Denis Foye 


A Belated Compliment 


Sir,—You may be interested to know 
of an incident that has been buried in an 
old minute book for 105 years and 
recently excavated. 


In 1846 the committee of Lloyd’s in an 
economy campaign instructed one of 
their employees to go through all the 
papers taken in at Lloyd’s and recom- 
mend what should be stopped. 

Amongst other things he reported : 

‘The Economist Newspaper is now sup- 
plied gratis by the Editor, therefore the 
copy supplied by . . . should be stopped. 

This being a most valuable paper for 


reference, I respectfully request 
that it be bound, ay 


The committee cut off a number of 


. papers on the employee’s advice, but as 


fegards The Economist they went 
counter to his advice and continued to 
subscribe in spite of the free copy. 


Did you know that your paper had 
achieved such a reputation when it was 
three years old, or that your distinguished 
Scottish predecessor scattered copies 
about free?—Yours faithfully, 

D. W. 


The Film in Education 


Sir,—Your reviewer’s comments on 
my book, in your issue of December 15, 
1951, contain a number of statements 
about the place of the film in education 
which are questionable. Whether it is 
“ fortunate ” that 
classroom film “ has been impeded by its 
formidable cost . . . and the obstinacy of 
teachers ” is perhaps a matter of opinion. 
I am concerned here with certain mis- 
statements about my own attitude to the 
subject. 


Your reviewer says “Andrew Buchanan 
soit ce ane rs 
trou may not 
be the onde of the aon He 
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the chalk and pen, cease to speak or to 
encourage speech. .. .” 

If your reviewer had read the book 
with proper care, he would have dis- 
covered that I proclaim none of these 
things. I give many examples of how 
film aids the spoken and written lesson, 
but never do I suggest it lessens the need 
for study or supersedes the teacher. If 
your reviewer had turned to my index 
he would have found an entry headed 
“Film in education” and sub-headed 
“Not a substitute for other teaching 
methods,” with numerous references to 
that as being my firm conviction. Per- 
haps I can quote the Times Educational 
Supplement as saying, in its review, that 
I give a “clear assessment of the possi- 
bilities and limitations of a complex 
medium of communication.”—Yours 
faithfully, ANDREW BUCHANAN 

London, S.W.15 


Utility Schooling 


Sir.—The statement in your issue of 
last week that it would be a pity greatly 
to cut education and leave the food 
subsidies untouched is a welcome con- 
firmation .of the comment you made on 
the priority which “One Nation” gave 
to education second only to housing— 
ie, that you were not certain whether 
the order should not be reversed. In 
fact, the inflation of other services has 
been so gross since the end of the war 
that there is hardly any case on financial 
grounds for including education .as a 
serious candidate for the axe. 


The real threat lies in the danger of 
a restricted building programme. Unless 
school building can be maintained there 
will be insufficient accommodation for 
all children between the ages of 5 and 
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15. The building programme depends 
largely on the supply of steel. 


One cannot be satisfied with an-ipse 


dixit that because there is insufficient 
steel the school building programme 
must be cut and the length of the school 
life reduced; Accurate figures are not 
éasy to obtain, but the crux of the case 
rests on a broad basis. The total 
national output of steel in 1951 was in 
the neighbourhood of 144 million tons, 
and there are prospects of increasing on 
this figure for 1952. During the first 
11 months of 1951 approximately 309,090 
tons were allocated under WBL licences 
for building and construction. The 
schools’ share of this was roughly 30,000 
tons.. How far is this microscopic pro- 
portion relevant to‘the rearmament and 
export programmes ?—Yours faithfully, 

MaGnus WECHSLER 

London, E.C.3 


Books and Publications 


Simple Soldier 


A Soldier’s Story. By Omar N. Bradley. 


General Bradley did not intend this 
book to appear while he was still on 
active service, but the Korean war post- 
poned the date of his retirement and it 
has been published while he is still chair- 
man of the Joint Chiefs of Staff. This 
was, as he himself has said, unfortunate, 
as it gave an Official air to judgments of 
individuals which were meant to be 
personal. _And as the book. did not 
contain any startling revelations of fact, 
it was upon his judgments of iftdividuals, 
and particularly of one individual, Lord 
Montgomery, that attention in the 
United States was concentrated. 

General Bradley told the zommittee 
investigating General MacArthur’s dis- 
missal that he had “ tried fo write a book 
which would be helpful to future com- 
manders ” and that he had written it in 
“the vein of a critique” and had 
admitted that he was wrong in some 
cases. This method, which is necessarily 
somewhat Olympian in tone, is success- 
ful as long as he is criticising his own 
subordinate officers, and his estimates of 
his army, corps, and divisional com- 
manders are shrewd, incisive and always 
sympathetic. But a Director of 
Maneeuvres, « when delivering his 
critique, is not usually called upon to 
pass judgment on his own performances 
or on those of his equals or superiors. 
And the cases in which he admits to 
errors afe so unimportant that it is hard 
to recognise them in the company of the 
larger mistakes of which he finds Patton, 
Anderson, Montgomery and even, at 
times, Eisenhower, guilty. 

“A ‘Soldier’s Story” is long and 
detailed and will be of considerable value 
to the student and the historian. Its 
author, who was a Lieutenant-Colonel in 
the War Department at the beginning of 
1941, went to North Africa to be the 
wit and ears” of General Eisenhower 


Eyre and Spottiswoode. 


618 pages. 265. 


army and to organise the Army Group 
which he himself led after the first weeks 
in Normandy. His career has been only 
less spectacular than that of General 
Eisenhower himself. His book is 
certainly a soldier’s story ; it is written 
from the point of view of his own 
particular headquarters of the moment 
and displays the good soldier’s habitual 
loyalty to his immediate staff, his firm 
belief in the supremacy of the troops 
undér him, his fierce resentment of 
higher formations, and his perennial sus- 
picion of armies over which he has no 
control. 

It is, indeed, when nationalism is 
involved that his objectivity retreats 
farthest into the background. General 
Bradley is, after all, the son of a Mid- 
western schoolteacher and he reached 
his fiftieth birthday without knowing, 
or caring, about the rest of the world. 
Since then he has learned much. His 
evidence on the MacArthur issue proved 
that he now understands the value of 
allies and the importance of political 
objectives in warfare. He is to be 
thanked for recollecting his earlier 
emotions so vividly and putting them 
down so honestly. Yet it is nevertheless 
impossible not to wonder why he still 
accepts so unreservedly the rightness 
of American decisions taken in opposi- 
tion to the “ British inclination to com- 
plicate the war with political foresight ” 
—an inclination upon which he admits 

“as soldiers we looked naively.” He 
records with satisfaction that Stalin put 
an end, at Teheran, to British attempts 
to continue the “ Mediterranean side- 
shows”. after they had “ successfully 
wiggled through another loophole” at 
Quebec—without ever considering 
whether 1 Russian motives might not have 
been as “ complicated with political fore- 
sight” as British ones. 
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nationalism, as his unrestrained admira- 
tion for Alexander shows; there is a 
deep incompatibility of temperament. A 
similar incompatibility would, no dowbt, 
have also clouded his relations with 
Patton, had Patton not. belonged to the 
West Point club, the members of which 
stick together because, until they proved 
themselves during the war, they were 
outcasts in a successful industrial society. 
So he treats Patton as would an indul- 
gent uncle, while Montgomery is always 
suspected of loitering with intent. 
Despite these evidences of human 
weakness, which will sell more copies 
of his book than will the account of his 
campaign, General Bradley’s character 
does not emerge at all distinctly. As a 
field commander he lacked the genius 
for the mot juste of Eisenhower, the 
histrionic ability of MacArthur, the 
weakness for causing incidents of Patton 
or the ability to create controversy of 
Montgomery. But, as Chairman of the 
Joint Chiefs of Staff, he has vindicated 
those who always believed that he was 
consequently underrated. “His speeches 
and his statements before Congressional 
committees since the beginning of the 
Korean war have been more consistently 
statesmanlike than those of anyone else 
in Washington. They give more of the 
flavour of the man than this story of the 
iod, when he was only a soldier—and, 
at times, a very simple one. 


Incomplete Portrait 


Marshal Without Glory. 
Butler and Gordon Young. 
Stoughton. 287 pages. 15s. 


This is.the second life of Goering to 
be published in England within a year, 
while at least two other books about him 
have recently appeared in Germany. It 
is evident that in the © chronique 
scandaleuse of the Third Reich Goering 
oe a ee Nor is 

for his was a career 
which ‘might been invented by 
fa win or _ scenario 
pe so amaze and delight the 
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astonished eyes of the Saturday-night 
picturegoer and the Sunday newspaper 
reader. All the classic formulae are 
illustrated. War: here is the crack 
fighter pilot, decorated with the Pour le 
Meérite, who rose to command the 
Luftwaffe, Romance: he built a shrine, 


in the best Hollywood manner, to keep 


alive the memory of the beautiful Karia. 
Crime: he was a murderer at least by 
proxy and a racketeer who organised 
looting on an international scale. Luxury 
and High Life; drugs and _ political 
intrigue ; secret diplomacy ; a taste for 
decorations, flashy rings arid the bizarre 
in dress ; even a sense of humour and 
a defiant ending to a misspent life—all 
these are there, combined with a 
personality “large as life and twice as 
natural.” At the station, wrote Ciano, 

he wore a great sable coat, something 

between what motorists wore in 1906 and 

what a high-grade prostitute wears to the 

Opera. If any of us tried a thing like 

that, we would be stoned in the streets. 

He on the contrary is not only accepted 

in Germany, but loved for it. That %s 

because he has a dash of humanity. 

To this side of Goering his latest 
biographies do ample justice. But it is 
a superficial portrait which nowhere goes 
beneath the surface either of politics or 
psychology. In 1933 and 1934 Goering 
played a role second only to Hitler’s in 
the establishment of the Nazi dictator- 
ship ; in 1938 he was still Hitler’s chief 
lieutenant, as the part he played in the 
Blomberg-Fritsch affair shows ; by 1945 
he was a discredited blusterer. Only 
with his trial after the war did he reveal 
something of the ciinning and energy 
he had once displayed as Minister- 
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President of Prussia and Plenipotentiary 
for the Four-Year Plan in the 1930s. 
The history of Goering’s decline, his 
eclipse by Himmier and Bormann, could 
be used to illuminate much of . the 
politics of the Third Reich ; the present 
account is disappointing and slight. 


No less interesting would be a psycho- 
logical study of a man who in his prime 
was one of the most ruthless and: able 
of the Nazi gangsters, but whose lust for 
power and action dwindled to the petty 
satisfactions of a theatrical vanity, show- 
ing off his rings and boasting of his art 
collection to Frau Rommel while Africa 
was being lost. Where was the real man 

“behind the exhibitionist; ‘what had 
happened to him? Was there nothing 
behind it all? If so, how is one to 
acceunt for the performance at Nurem- 
burg ? Unfortunately, the authors are 
content with the conventional psycho- 
logical cliches of popular biography. 

As a book, it is competently put 
together, written in an ‘easy © style, 
pleasant to read and well illustrated: 
But it remains a volume for the railway 
bookstall rather than for a library shelf. 


Trade and Temperance 


Drink : An Economic and Social 
Study. By Hermann Levy. Edited by 
R. P. Lynton. ‘Routledge and Kegan Paul. 
2§6 pages. 218. 


The economic aspects of drinking 
have received scant attention, and a new 
work by an economist arouses expecta- 
tions. Professor Levy’s posthumous 
book is a comprehensive and lucid sur- 
vey. But of economic analysis of the 
changing market status of drink and the 
‘public house there is disappointingly 
‘jittle. And the conclusion that restric- 
“tions.on. the sale of drink need to be 
“intensified rests on evidence that is 


mostly out of date ; there is little effort 


‘to consider the present or future effects 
6f recent social changes, and the redistri- 
‘Pution of income since 1939 is ignored. 
‘Drunkenness has been replaced 

“excessive” spending on drink as the 
*Main indictment. But the technical and 
: |pRHosophical difficulties—how to mea- 
“gure “excess ” (and why only in drink ?) 
ree how to prevent it—are not resolved, 


’ Social conditions and the degree of 


!gsionepoly in the trade jointly determine 


“the size of the drink problem. In the 
“1950s the arguments for further licensing 
‘festrictions are not obviously more con- 


AR " ¥iticing- than those for relaxation. The 

“new amenities for leisure (television, now 
, -“installed'in perhaps 750,000 homes in the 
; “ pub-going classes and spreading fast, is 


~not -evyen° mentioned) mean that drink 
sells in a highly competitive market ; 
“ the ‘public house is contending with other 


~~ —tetail outlets ; and the. brewing’ indus 
Jan. se. to Feb. 2nd ae oe 
Baa ot “market conditions. 


faces a “period of adjustment to_ new 


“Yn. these cinvainetaiccs the political 
“and economic power 
~Joses its’ terror,  “ 





cieraae tg main ig gs is 
rigitt ; it may sometimes fail, as is sug- 


» gether 
ment.” The dilution of drink by foo. 


is known of Mende history he.describe: 


“the “Trade” mul 
- ‘epomes. les eats when the publi % 
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gested by the experience since 1946 o: 


the revival of “Beer is Best.” Th 
concern with brewers’ and publican: 
motives is likewise misplaced; wh.: 
matters is not what they would like :. 
do or why, but what they cando. Com- 
petition is izapelling the public hous: . 


“to offer food and general refreshmen: 


in wholesome surroundings, and M: 
Levy . ises that this is “a not ali 
avourable line of develo, - 


and social amenities is an objective th 
unites the far-sighted in both trade an. 
temperance. 


If Mr Levy draws profusely on tem- 
perance writings, the brewers themse!\. 
are partly to blame. They must emer: 
from the shell into which they we: 
driven by. past political battles. On! 
then will they be seen not as “th: 
Trade,” but as an industry contendi: 
with its own problems in its efforts : 


serve the public. 


Tribal Tradition 


The Mende of Sierra Leone. By K. |. 
Little. London : sarod and Kegan P 
307 pages. 28s. 

The transfer of power in the Africa: 
colonies is being made’ easier by thc 
large amount of reliable information th. 
is wow wenilehle setae le end con. - 
ditions of their native peoples. Consti- 
tution making in Nigeria, for examp!c, 
has been able to take cognisance of the 
realities of tribal pride and cultural 
prejudice to an extent never before 
attempted. Anthropologists have mad< 
a valuable contribution to this know- 
ledge of African peoples. Dr Litil\c’s 
contribution deals with the Mende o! 
Sierra Leone, a tribe of over half a 
million people well known for their 
vigour and industry. Like many tribes 
of this area they were skilful and cour- 
ageous warriors until their subjugation 
by the usual, combination of treaties 0! 
friendship and punitive expeditions in 
the nineties. They are now capable rice 
farmers and craftsmen, who have suc- 
cessfully converted a former slave 
economy into one based on the large 
family household. But what they wer: 
always most famous for was their secre: 
societies, which “were the feal power: 
behind the: chiefs and traditional law 
and custom. 


What is the state of Mende social life 
today after fifty years of mi trade, 
government and peace ? This” ig - the 
main question Dr Little Lout 10 
answer. After a short outline of what 











the main features of the traditiona’ 
— and social a € people. 
; ‘ tO the secre: 
4 sgh tion 
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President Getulio Vargas of Brazil finds his country’s 
booming foreign trade as pleasing as a good cigar. 

Exporters to Brazil, as to other South American markets, shared 
his prosperity in 1951—and will this year too. 

Every other week, influential citizens in Brazil and round the 
world see in LIFE INTERNATIONALS single world-wide edi- 
tion the happenings on six continents. 


Published in English, LIFE INTERNATIONAL is read by world 
leaders such as President Vargas and many others with unusual 
influence in 120 countries outside North America. It has become 
an ambassador of good will throughout the free world—and an 
advertising showcase for products made by free men. 


Taking advantage of this new concept of worldwide coverage, ad- 
vertisers used LIFE INTERNATIONAL’S pages this past year 
more extensively than ever before. Please write us if you would 
like to obtain further facts about LIFE INTERNATIONAL, 


LONDON OFFICE: 4 DEAN ST., W.l + NEW YORK: 9 ROCKEFELLER PLAZA 
PARIS: 26 RUE DE LA PEPINIERE + ZURICH: MYTHENQUAI 24 
TOKYO: MEI SEIKA BUILDING, CHUO-KU 
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AMERICAN SURVEY 





Self-Sufficient Giant 


Washington, D.C. 


HE figures in the President’s Economic Report to Con- 
A gress and in his Budget message this week had, as Mr 
Marquis Childs said, “an Alice-in-Wonderland quality ” 
because what Mr Truman asked for had little or no relation 
to what Congress might ultimately grant. But there are 
certain important lessons to be drawn from this review of the 
past and the estimates of what will happen, regardless of a 
wayward Congress, in the future. In terms of 1951 prices, 
the gross national product of the United States, which was 
about the same in 1939 as it had been in 1929, rose by $90 
billion between 1939 and 1947 and has risen by a further 
$60 billion since then. It is expected to rise another $20 
billion by the end of 1952. Up to now, this increase has 
been more than the total cost of the security programme. 
Since 1939, moreover, steel production and electric power 
capacity have doubled ; primary Production of aluminium is 


of the rest of the world and able to snap ‘its fingers at i: 
And behind Senator Taft are any number of men who would 
like to try. But there remains the problem that it is a country 
of 150 million people on a planet with more than 2,500 
million. And should the overwhelming majority of the other 
2,350 million be driven to bitter hostility by American 
economic policies, all the productivity of North America 
would Count for very little. So the President must make hi; 
greatest effort this spring to persuade a reluctant Congress 
to provide “ both military and economic aid to free nations ” 
and must also try again to make them accept the necessity for 
supporting “ the efforts which underdeveloped countries ar: 
making to further their own economic development.” 


In the September issue of the District Bank Review 
Professor Arthur Lewis discussed the results of the failure of 


world primary production to match the growth of world 
manufacturing production, despite the fact that manufacturing 





more than five times what 
it. was before the war. 
And, since the attack in 
Korea, private investment 
in “ producers’ equip- 
ment and non-residential 
construction” has» aver- 
aged $37 billion a year. |'°° 
Yet in 19§0 and 1951 


3001+ GROSS NATIONAL 
PRODUCT rrerne of sottara 
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‘ production, even in the 
United States, had not 
grown as fast between 
1913 and 1950 as it had 
in the forty previous 

| | years. But the figures he 
(| AT CURRENT PRIC uses are deceptive be- 
cause they do not take 
separate account of the 
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which is one-third greater 








but, nevertheless, an increasing proportion of what it con- 
sumes is being produced at home. With a few exceptions, the 
primary materials needed for American industry are available 
in adequate quantities within the country and it is evident, 
and understandable, that private capital is more easily found 
to develop domestic supplies than to open up new sources 
in countries with underdeveloped economies and over- 
developed national corns. At the same time there is a deter- 
mination not to remain dependent on foreigners any longer 
than is necessary for those few raw materials which have to 
be imported. 

The report of the committee set up by the President to 
study the problem of raw materials will B€ published shortly, 
but it would be a surprise if it were in any way alarming. 
Mr Harold Ickes regularly prophesies the imminent end of 
the oil reserves but, though they are probably wasting faster 
than anything else in North America, this is hardly an im- 
mediate problem. A few more inventions, a few more dis- 
coveries in the t of substituting one material for 


gnother and the United States would be} economically, free 


’ 


than it was from 1870 
until the first war, and there is no sign that this rate of 
growth will slacken in the near future. The United States 
must, therefore, be taken out of all statistics of manufactur- 
ing production lest it distort their general meaning. 
The-same is true of statistics of primary production. The 
rate of growth of world primary production, which kept 
roughly abreast of that of world manufacturing production 
until 1913, has, since then, been only half of it. But again 
the United States (and Canada) distort the picture. They 
account for what rate of growth there has been and the 
shortage which the rest of the world now feels is the reflec- 
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has come of it is a little fiddling with Point Four because 
there was a complete failure to realise that private 
capitalists would always invest at home first if the yield was 
at all comparable, and that the risks in underdeveloped 
countries had increased, while the chance of a killing had 
almost disappeared. The only place from which develop- 
ment capital can now come is governments—which means 
in practice the United States Government—or the Inter- 
national Bank. No amount of exhortation to “ invest but 
not exploit ” will today persuade the private investor to take 
the chance of big lesses when the chance of big profits is 


denied to him. And at present it is thought that although 


most countries are able to find the dollars to meet the cost 
of government loans, they could not always find the amounts 
needed to transfer the profits venture capital would expect. 


As the American gross national product increases, the 
total of imports presumably will increase too, and even if 
this cannot be held above three per cent or so of the gross 
national product, the rest of the world will probably be all 
right in a few years. What is needed to ensure this are 
schemes of development which, although they might not 
attract venture capital, would appeal to an American govern- 
ment prepared to look a little way ahead. At present, any 
large programme of American foreign investment would, 
as far as American requirements are concerned, be providing 
for the generation after the next, not the kind of enlightened 
self-interest which a government would think of proposing 
at a time like this. But such a programme of investment— 
not of grants—which would provide a non-dollar source of 
raw materials for the non-dollar part of the free world and a 
source of some important ones even for the United States 
itself, would offer the best long-term solution of the pro- 
blem of making allies independent and giving them that 
steady increase in their standards of living which, it is 
believed, is the best antidote to Communism. 


The kind of schemes which were discussed by the Com- 
monwealth Finance Ministers should be ready for a new 
Administration next year. Now all the President can say is 
that “ we shall continue to encourage production and equit- 
able distribution of scarce raw materials in the free world.” 
But the need for “ equitable distribution” should be a tem- 
porary phenomenon and encouragement of production should 
be the main goal, which it is not at the moment. If that 
were done on the scale which the rest of the free world 
needs, not only would the present generation of Americans 
see their allies becoming independent, but they might also 
earn the undying gratitude of their own great-grandchildren 
who may well, otherwise, curse them in posterity for 
squandering the assets of their country. 


The Price of Preparedness 


In the fiscal year 1952-53 which begins next July (and 
which is known in American official parlance simply as 
fiscal 1953), the government of the United States is hoping 
to spend $85.4 billion, more than it ever has before, except in 
two wartime years, 1944 and 1945, and more than double the 
amount spent in the 1950 fiscal year which finished as the 
Korean war began. In the budget message which President 


Truman sent to Congress this week there are, however, signs. 


that the end of the climb towards military preparedness, if 
not yet in sight, is at least round the corner. 


The estimated expenditure for 1952-53 is only $14.5. 


billion above that for the present fiscal year, while 
expenditure in 1951-52, at $70.9 billion, is $26.4 billion 


21t 


above. the amount actually spent in 1950-51. More 
important, for 1952-53 the President is asking for new 
“ obligational authority "— permission to make new commit- 
ments, most of which will be paid for in later years—of only 
$84.3 billion, less than he is expecting to spend next year 
and much less than the $90.5 billion in new obligational 
authority available this year. A further decline in future 
commitments is expected in 1953-54, although expenditure 
will remain high in that year, for that is when production 
of most types of armaments will reach its peak, many months 
later and a good deal higher than was originally planned. 
After that military output should level off and the President 
hopes that it will be possible to budget for lower expendi- 
tures for preparedness in the 1955 fiscal year. 


This prospect, and the increase in the yield of the tax 
system that will come from the growth in the national 
economy, make it probable that the budget can then be 
balanced. Meanwhile, however, Mr Truman is resigned to 
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the deficit that Congress has forced upon him; for the 
present fiscal year he puts it at $8.2 billion, but it is possible 
that he may be overestimating, as he did last year, when an 
expected deficit of $2.7 billion at this time turned into a 
surplus~of $3.§ billion in June. For 1953, the deficit is 
calculated at $14.4 billion, which would bring the public debt 
oe ee ee 
calendar year. 

Government receipts in she present fiscal year are expected 
to be $62.5 billion, and $71 billion next year, unless the laws 
are changed ; in 1953, according to present calculations, $32 
billion will come from personal income taxes, $28 billion 
from corporation taxes- and nearly $10 billion from excise 
taxes. The President has decided that it is now too late to 
put the country on a pay-as-it-goes basis, but he is once 
more asking Congress to eliminate injustices in the tax laws 
and to give him the $5 billion in new revenue by which last 
year's Tax Bul felt short of his recommentiations. 


/ 


Meas 


Pe Le See ee 





Ben: 


Elia ioh ae ae BRA 


sig easing lt AMG SUN Sh Ps UNI Se NABI Siete 














212 


Congress had made it quite clear, even before the Budget 
was sent to it, that it had no intention whatsoever of increas- 
ing taxation at this session, but that does not mean that it is 
ready to condone a deficit. All this week members of Con- 
gress from both parties have been competing to see who 
could propose the deepest cuts in expenditure. But when 
they have to give practical demonstrations on Appropriations 
Rills that affect their constituents they will, as always, become 
squeamish. They would, in fact, have real difficulty in find- 
ing many cuts that could be made without going to the bone. 
The President insists that he has already rooted out 
inefficiency and economised wherever possible ; in any case 
less than $10 billion is being spent altogether on running 
government departments, farm price supports, flood control, 
highway development and other domestic programmes, many 
of which are being held below authorised levels. Interest on 
the government debt is going up, but that cannot be avoided ; 
aid to ex-servicemen of the last war is going down, but Con- 
gress neither can, nor wants, to speed it on its way. 


* 


What is left is the $65.1 billion—over three-quarters of 
1953's estimated expenditure and nearly 30 per cent of its 
anticipated national income—that is to be spent on inter- 
national security programmes. And Congress will probably 
want to add to expenditures on atomic energy which, at $1.8 
billion, are only slightly above this year. The President has 
already announced that he will be asking for new obligational 
authority, not included in the Budget, for at least $5 billion, 
which will begin to be spent late in 1953, to develop the 
atomic weapons which it is hoped will eventually reduce 
the cost of conventional armaments. Congress’s chance 
will come, however, with funds for foreign assistance. The 
actual amount to be spent on it in the. 1953 year is 
$10.5 billion, an increase of $3.7 billion over 1952, which 
is explained by the sharp acceleration coming in deliveries 
of military. equipment to the overseas allies of the’ United 
States. The President will be asking for $7.9 billion in new 
authority for the mutual security programme, more than he 
got this year, although less than he requested, a pattern which 
Congress seems sure to follow again. 

It is conceivable, although very unlikely, that reductions 
of the type already mentioned might add up to the $4 billion 
some members of Congress are promising to cut, but they 
would certainly not come anywhere near the $14 billion that 
has been mentioned by the more imaginative members. This 
figure could only be approached by drastic pruning of 
military spending, which is put at $51.2 billion for 1953, 
compared with $39.8 billion during the present fiscal year. 
Only $52.4 billion in new obligational authority is being 
asked, while this year $61.7 billion was provided, a sum 
which the Department of Defence had hoped to get again 
but which the President, it is understood, refused to consider. 
These figures allow for building up the country’s military 
strength rather more than was planned last year, towards an 
Air Force of 143 wings, an Army of 21 divisions, a Navy 
with 408 combat ships and 16 large carrier air groups, 
and a Marine Corps of 3 divisions. More than half the 
spending for military procurement in 1953 -will be for air- 
craft, which will cost $11 billion. 

Most of these increases, officially confirmed for the ‘first 
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time in this message, have been urged om the President by 
Congress, and it will not want to refuse to pay for them, 
but it is certain to scrutinise all military programmes more 
meticulously than usual for waste and extravagance, Further- 
more, if the Soviet Union does not once more come to the 
aid of the President by reviving a sense of urgency in the 
United States, Congress may decide that the peak of the 
military build-up can be postponed again, and that the pro- 
curement agencies, which have already been authorised to 
spend $112.4 billion since the Korean outbreak and will 
have spent only $60.2 billion by next July, should be made 
to use up more of their surplus spending power before they 
are given all the new obligational authority they want. But 
that would not mean that any less would be spent in the 
1952-§3 fiscal year. 


American Notes 
Bandwagons at San Francisco 


Members of the Republican National Committee fought 
their way to San Francisco, through the worst snow-storms 
ever experienced in the Sierras, to lay their plans for the 
nominating convention in July, and to look over the band- 
wagons of the rival candidates. Some were snow-bound for 
three days near the Donner Pass, of gruesome memory, but 
they were rewarded for their endurance by a preview of the 
Republican campaigns. For the first time candidates were 
invited to speak, or to send their representatives, to what 
has usually been a business meeting. Mr Ingalls, Senator 
Taft’s campaign manager, evidently alarmed lest the Eisen- 
hower bandwagon, now officially on the road, should leave 
the Senator far behind, took the offensive at once. He 
warned the party against the risks of succumbing to “ glamour 
and sex appeal,” and of confessing that the party was dead 
by calling in a “ good-looking mortician,” when it could 
have for the asking the tried and true orthodoxy of Senator 
Taft. Mr Stassen and Governor Warren, who were there in 
person, and who may hold the deciding tricks at Chicago, 
can hardly have been impressed by this intemperate broad- 
side, and the insistence of the Taft forces that their candidate 
has a monopoly of the true Republican faith. 


Senator Lodge, speaking for General Eisenhower, was 
content to rub it in that the Republicans, as the minority 
party, must, if they are ever to win power again, find a 
leader who will appeal, not only to the orthodox, but also to 
the independents and to the dissatisfied Democrats. Not 
only the Presidency, but the control of the Senate, may 
hinge upon setting in motion an anti-Democratic ground- 


swell. Otherwise a number of threatened Republican seats 
may be lost. 


The virtual certainty that General Eisenhower, if 
nominated, can win handsomely, is the. only argument 
respected by the professional politicians, who lean toward 
And it is the prc fessionals who influence the 
choice of delegates to the nomiz.wting conventions, particu- 
larly in the 32 states where they are chosen at local conven- 
tions, rather than through party. primary elections. It is 
thus of particular importance to the General’s managers that 
he should make an impressive pees. in the primaries ; 
several overwhelming victories in these: trial heats might, 
moreover, provide that “ clear call to political — ” which 
would bring Henan Eisenhower home in spring. 
Then he could for himself and spike the Ta oust 
nd nner dain os belag ker asked to buy a President in a p 
man whose policy is dent ‘Truman’s an rfl. 
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Hampshire. Senator Taft seems inclined to demonstrate his 
prowess more safely by crushing Mr Stassen, who is willing 


to fight in almost any state and is s 
stalking-horse for General Eisenhower. e of the difficul- 
ties of General Eisenhower’s friends is that to enter a number 
of the primaries he must give his express consent, something 
that so far he has not been willing to do. 


* * * 


Mutual Security Gets Organised 


With the appointment of Mr William Draper to be 
special Presidential representative in Europe, Mr Averell 
Harriman’s task as Mutual Security Director has been 
reduced to something approaching a manageable size. Mr 
Draper has taken over the European end of Mr Harriman’s 
job and, like him, is directly responsible to the President 
for co-ordinating the three types of aid—economic, military 
and technical—as well as for his work as senior American 
civilian official in the North Atlantic Treaty Organisation. 
Now that Mr Harriman’s team of deputies is complete, he 
will be free to devote his attention to Congress, soon to open 
hearings On next year’s appropriations for mutual security, 
and to integrating the three branches of the programme. The 
Mutual Security Agency, to be headed by Mr John Kenney, 
is responsible for economic aid, but military aid is managed 
by the Department of Defence while the State Department 
is in charge of the technical and development schemes known 
is Point Four. 


* 


By January 8th nations seeking aid under this year’s $7.5 
billion programme were supposed to accept the conditions 
set by’ the Mutual Security Act. If a country wants military 
aid it must consent to six provisions which, in effect, amount 
to an undertaking to make its full contribution to the 
“ defensive strength of the free world.” The conditions for 
economic and technical aid only ‘are less specific; the 
recipient need only help to further peace and eliminate 
world tension. But even this was too much for Iran’s 
neutrality and American officials, feeling that here more 
than anywhere Point Four aid was needed to counter Com- 
munist influence, were forced to accept, instead of the official 
agreement, a letter affirming Iran’s support of the principles 
of the United Nations. However, it was impossible to avoid 
the suspension of military aid to Iran for the present ; all 
other recipients of military aid have been able to comply 
with the conditions. 


Eire is finding even the conditions for economic aid incom- 
patible with its neutrality, but the other four countries, 
Afghanistan, Burma, Iraq and Egypt, which have not yet 
signed and are therefore having to do without techrfical aid 
for the moment, ate expected to agree eventually. India, 
one of the first recipients of large-scale economic aid 


under the new programme, is to get a $50 million grant 


for technical assistance for improving food production, and 
is to match this sum itself, This joint effort to raise Indian 
living standards is felt in Washington to be of key import- 
ance in preventing the spread of Communism in Asia. Paki- 
stan, on the other hand, is to receive only what one official 
there terms the “ paltry” sum of about $10 million, and is 
said to feel that a little hesitation before it gave its allegiance 
to the west might have paid better. 

Spain does seem at last to be on its way into the mutual 
security programme—a development encouraged by the 
emphasis on the military aspect of the programme. General 
Franco, his fears of American interference in Spain’s internal 
affairs apparently overcome, is reported to be to let the 


United States have‘naval and air bases in return for military 
and economic aid; © 


ted of being a 
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President on the Shelf 


Just as Mr Churchill’s presence in the gallery of the 
House of Representatives took the limelight from President 
Truman when he delivered his State of the Union message, 
so Mr Churchill’s address to Congress, sandwiched between 
the President’s Economic and Budget messages, made a 
much greater and more positive impression than did anything 
in Mr Truman’s programme for the present session of Con- 
gress. Mr Churchill’s popularity in the United States is 
as high as ever, Mr Truman’s, according to the Gallup poil, 
has never been lower. . The general opinion in Congress 
is that he is already on the shelf and can safely be ignored. 
This opinion was encouraged by the tone of his .three 
messages ; nowhere was there any suggestion that he regarded 
his requests. as more than routine—nor were they—or that 
he was building a platform in Congress, as he had in 1948, 
from which to campaign in next November’s election. 


In international and military matters, Congress is prepared 
of its own accord to do many of the things the President 
wants. The Senate is already getting ready to admit Greece 
and Turkey to the Atlantic pact and to ratify the network 
of Pacific treaties. The House has approved an increase of 
ten per cent in pay for the armed forces, but it will be diffi- 
cult to get confirmation in-an election year for the universal 
military training scheme which is already accepted in prin- 
ciple. Appropriations for the mutual security programme 
(which must also be reauthorised), for the armed forces 
and for the rest of the government, will make up most of 
the remaining business done by a Congress that is anxious 
to knock off work early in July. 


However, there is one other piece of controversial legis- 
lation that must be renewed, the Defence Production Act, 
which provides for the allocation of raw materials to industry 
and for price and wage controls. The President asked once 
again for the strengthening of this Act, pointing out that, 
while the economy had stood the strain of the heavy increase 
in government spending better than had been expected, the 
strain was certain to grow in the coming year. No one 
doubts that, but Congress is likely to reply that the econoary 
has proved itself strong enough to -withstand almost any 
strain and that it is hindered, rather than helped, by direct 
controls on inflation. 


The President’s other recommendations—for changes in 
the labour laws, the farm price support system and so on 
—had all been heard before, but this time they were tied 
to the need for strengthening the national economy. This 
will not make them any more acceptable to Congress, and 
few of Mr ‘Truman’s requests for legislation are likely to 
receive serious consideration. The only one of the tradi- 


tional “Fair Deal” measures for which he seems ready 


to make a fight is that of aid for education. 


* * * 


Information Comes of Age 


The information programme has been given a little more 
rope, and a little more prestige, by its elevation to an Inter- 
national Information Administration, a semi-independent 
agency inside the State Department. Its new director, Mr 
Wilson Compton, will be responsible for all operations, policy 
decisions alone remaining in the hands of the Assistant Secre- 
tary of State for Public Affairs. Thus Mr Howland, Mr 


_Barrett’s successor in that post, will not inherit the whole- 


burden of deciding on policy while running the 8,000 man, 
$100. million programme, and keeping relations with Con- 
gress sweet. 

This measure of freedom may make information work 
more attractive, as will the new methods of increasing the 
range of the radio Voice of America, such as the floating wire- 
less station, first of several, which gaes into service’ next 


~ month. But what was more decisive was the hope of satisfy- 
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. ing the critics inside and outside Congress who feel that the 


dissemination of information and propaganda will never be 
effective as long as it is in the kid-gloved hands of the 
State Department. These critics—ranging from Senator 
Taft to Senator Benton—would like information to have a 
separate establishment of its own; Mr Celler has already 
offered a Bill to create a new Department of Overseas Infor- 
mation, Many Congressmen who returned from trips abroad 
puzzled and angry at the unpopularity of the United States 
will be sympathetic to these- efforts. 


The State Department has always, and understandably, 
been reluctant to let information and propaganda work be 
divorced from those who are responsible for foreign policy. 
It was the State Department which defeated Mr Harriman’s 
and Mr Hoffman’s hopes that the new Psychological Strategy 
Board would be able to carry out its own ideas. Instead, it 
remains a committee subordinate to the National Security 
Council, dependent on other agencies, particularly the Infor- 
mation Administration, to put its views into practice, The 
Board seems likely to be further weakened by rapid turnover. 
Mr Gordon Gray, who did the spade-work, has now returned 
to the University of North Carolina, and his successor, Dr 
Raymond Allen, does not propose to make a much longer 
stay. Next summer he expects to go as chancellor to the 
University of California at Los Angeles. Under such a 
shifting command, no single tune is likely to emerge from the 
competing sopranos and tenors of a highly vocal nation, even 
if this were desirable. A number of responsible columnists 
are now putting forward a much more modest view of what 
an information programme can achieve than the high-flown 
hopes, which abounded last year, that high-powered propa- 
gandists could “sell” the United States abroad and thus 
make a decisive contribution to the winning of the cold war. 


* * * 


Hollywood Fights the Red Charge 


Hollywood seems at last to have mustered enough 
courage to fight at least some of the attacks that are always 
being made upon the cinema industry by pressure groups, 
instead of submissively cutting its films and choosing its 
employees to fit the prejudices of its critics. For the industry 
is supporting Mr Stanley Kramer in the $1 million libel 
suit which he is bringing against an extremely right-wing 


group called the Wage Earners Committee of the USA. Mr - 


Kramer, an independent producer who was responsible for 
such highly praised films as “Cyrano de Bergerac” and 
“The Men,” brought his action after the committee picketed 
showings of his latest picture, “ Death of a Salesman,” and 
handed out leaflets describing him as “notorious for his 
red-slanted, red-starred films.” Leaders of the industry 
immediately rallied to Mr Kramer’s side, stating they will 
no longer allow such action by “irresponsible pressure 
groups” to go unchallenged. They cannot afford to, for it 
is reported that the Wage Earners are planning a campaign 
against fift i 
While the film industry is to be congratulated for its stand, 
it remains to be seen whether it will be as firm in resisting 
pressure from better known organisations, the American 
Legion, for example. : 


Hollywood is at the moment paying for having given way 
to pressure some time ago. In 1947 the studios discharged 
a number of script writers and directors—the “ Hollywood 
Ten ”— who refused to give evidence’on their alleged Com- 
munist connections to the House Un-American Activities 
Committee and were later sent to jail for contempt of 
Congress, Nine of this group brought suits for amounts 
totalling over $61 million against eight film companies, 
individually for breach of contract and collectively for con- 
spiracy to deny them their livelihoods. Four of the defendant 
companies have now contributed to a fund of $107,500 as an 
initial payment toward settlement of the suits. In these 
cases, however, the issue is more delicate than in that of 





Hollywood films they consider subversive. 
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Mr Kramer, and some film executives consider the attempt 
to séttle, out of court, suits brought by the “ unfriend|y 
witnesses ” to be a major blunder in public relations. : 

The Un-American Activities Committee has not been 
resting on its film laurels since 1947, and last year it spent 
a further six months investigating Hollywood. However, in 
all the years of Congressional inquiry not a single example 
of Communist “ infiltration propaganda” has ever been 
found in any film. The industry seems to have taken courag: 
from this failure of the self-appointed censors to prove their 
case, and has decided that Blms with ideas can be made. 


* * * 


Rubber to Spare 


The government’s authority to operate the only 
nationalised industry in the United States—synthetic rubbe: 
—expires next June, but Congress is expected to renew it for 
another two years. Congress may not even take advantac: 
of the President’s request that hé be allowed to hand over to 
private industry the two plants making butyl rubber. Mr 
Truman is anxious that output of this type of synthetic, 
which is in great demand, should be expanded ; at present 
it is running at 80,000 tons a year and little more can be 
expected from existing plants. He would like private firms 
to build new facilities, but fears that they will not do so jf 
they have to compete with the government. 


The remainder of the 28 government-owned plants are al! 
producing the raw materials for, or actually synthesising, 
either GR-S or “ cold rubber,” which is proving more satis- 
factory for many purposes and is gradually replacing GR-S. 
The President feels that if this integrated system of plants was 
broken up and sold, output would be adversely affected for 
some time and he is anxious to avoid this until the inter- 
national situation is clearer. Output of GR-S is now running 


at 770,000 tons a year-and is expected to rise to 860,000 by 
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the autumn. But there is already enough available for exports 
of 10,000 tons of synthetic to have been permitted for the 
first quarter of this year and for all curbs on its use to have 
been removed. 

Manufacturers are now allowed to use as. much new 
rubber as they like, although butyl is still allocated and the 
percentage of natural rubber- going into tyres is still 
restricted. It is intended, for present, to keep con- 
sumption of natural rubber down to 105,000 tons a quarter 
in order to leave enough for the stockpile. The President 
has, however, forecast that the minimum objectives of the 











stockpile for natural rubber will soon be met and that it 


will then be possible to reduce purchases for that purpose. 
At the same time, probably in April, the ernment is 


expected to give up being the sole buyer of rubber from 
abroad. The government has recently again cut the price 
at which it sells natural rubber to consumers to 


50.5 cents a pound. But synthetic costs only 26 cents ; 


the government can make a profit at that price as long 2 
procactin rchuans tcn highteame ee Ce 
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THE WORLD OVERSEAS 





Partnership or White Supremacy ?—I 


(From a Special Correspondent) 


AST November, at Kitwe in Northern Rhodesia, a meet- 
ing of African leaders sharply criticised not only the idea 

of federation of the two Rhodesias and Nyasaland but also 
the idea of white-black partnership on a “senior and 
junior” basis as defined by white Rhodesians. The 
Africans said they prefered to retain their British-protected 
status until such time as they could form their own govern- 
ment, in which they would “allow other races to take 
part.” This attitude has since been substantially confirmed 
by the Northern Rhodesian African Representative Council. 
The Broken Hill branch of the African National Congress 
proposed a new constitution for Northern Rhodesia under 
which there would be 12 Africans and 10 Europeans on the 


Legislative Council (ofthe present 22 members, two only | 


are Africans). 


The senior European representative of African interests 
on “Legco,” Mr John Moffat, said that “the Kitwe con- 
ference was attended by Africans who normally show 
exceptional intelligence. The only explanation I can think 
of is that the resolutions were passed in a moment of mental 
aberration, or that they have been got at by €xtremists.” 
Mr Moffat is the great-grandson of the famous missionary, 
Robert Moffat, who was David Livingstone’s father-in-law. 
Other European comments were harsher. The Ndola 
Northern News said that “the Bantu remain immature and 
stupid . . . for the Africans to demand parity at this stage 
would be tantamount to a junior schoolboy demanding 
equality with his headmaster.” 


Mr Moffat feared that the Africans had thrown away an 
important card. They should have insisted on “ partnership ” 
as a condition of federation. Having rejected “ partnership ” 
they might find themselves compelled to accept federation 
anyway. Such an outcome would certainly accord with 
the views of the majority of the whites in both the Rhodesias. 
Thus the Rhodesian Graphic had already blamed the United 
Kingdom Government for “ presenting the [federation] 
proposals in a spirit of lofty disinterest, as if the Africans 
could possibly have any views on a constitutional concept 
far beyond their understanding.” Sir Godfrey Huggins, the 
Prime Minister of Southern Rhodesia, who this week began 
discussions on federation with the British Government, has 
blamed the British approach for making the Africans 
“ swollen-headed ” and no doubt regarded the Kitwe resolu- 
tions as proof of this. The Africans’ rejection of 
“ partnership ” has not entirely displeased the whites. Before 
the war, at the time of the Bledisloe Commission, white 
opinion in the Rhodesias was almost unanimous that con- 
sulting Africans was foolish. It is now felt that the Africans’ 
latest attitude should convince even the British Government 
of the truth of this prewar assessment. 


In fact, the Africans’ attitude cannot be understood 
without knowledge of the background of white-black 
relations in both the Rhodesias and to a lesser extent in 
Nyasaland; nor can thewwhites’ offer of “ partnership,” 


which the Africans have rejected but which the mS 


of Northern Rhodesia, Sir Gilbert Rennie, declares is “ the 


only workable policy.” The whites’ desire for federation is — 


understandable. Here are three essentially primary-producing 
territories whose political boundaries are highly artificial. 
They depend on the same system of communications and 


have the same transport difficulties. The frontiers have no 
economic significance at all and the way of life of all the 
people, both white and black, is much the same. Federation 


would create an economic tripod far securer than Northern 


Rhodesia’s present utter dependence on copper and 
Nyasaland’s on tea and tobacco, while Southern Rhodesia’s 
growing secondary industries would have a bigger market. 
Development schemes could be considered from the common 
point of view, instead of (as in the hydro-electric field) rival 
schemes beiftg put forward. 


Unfortunately the economic argument is not the only 
motive for federation. If it were, it is doubtful if the 
present white-black friction would ever have been generated. 
For if economic arguments were in the ascendancy it is 
probable that an agreement on what “ partnership” really 
means could easily be achieved. Those “ intelligent ” 
Africans who assembled at Kitwe distrust “ partnership ” 
precisely because it seems to them that the whites begin by 
evading its economic obligations and proceed thereafter 
by other actions to widen the gulf, 


African Ideas of Equality 


To these Africans true partnership would mean first 
of all equality of economic opportunity. Probably only a 
minority of Africans in all three territories would be able 
at this stage to take advantage of it if it existed. But it is 
to that minority that the “intelligent” Africans belong. 
They themselves are a small rising middle class. Behind 
them and backing them are the growing black industrial 
proletariat in both the Rhodesias. When these people reject 
“partnership” it is because what is being offered them 
appears to them to contain none of the things they really 
want, 


On the North Rhodesian copperbelt there are some 
40,000 black and some 5,000 white miners. The mines are 
very well run and are highly mechanised. But, despite the 
high degree of mechanisation, a black miner’s cash wage 
may not exceed 2s. a day, while the average white worker 
earns {100 a month. The white workers have secured an 
agreement with the mining companies which debars Africans 
as such from all skilled and much semi-skilled work. The 
Dalgleish Report, which recommended the training of 
Africans for a much wider range of jobs, has never been 
implemented. The Africans say that if “ partnership ” 
meant anything at all, a beginning: would be made with the 
implementation of the Dalgleish Report. No one who 
knows anything of the political climate of Northern Rhodesia 
believes that the whites will consent to this. Yet the whites 
call the Africans “immature and stupid” because they 
distrust the whites’ offer of “ partnership.” , 


In Southern Rhodesia the Europeans, especially Sir 


Godfrey Huggins, insist that the Africans must advance . 


economically before they can hope to advance politically. 
Yet in Southern Rhodesia Africans, because they ~« are 
Africans, cannot occupy business premises in the .towns, 
and their trade unions are not recognised, though white 
unions are. The Africans will continue to distrust talk of 
“partnership” until a real beginning is made with the 
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removal of such artificial restraints and discriminations, 
At present there is no sign of it. 


But the chief reason why Africans distrust “ rship * 
is the white attitude they encounter all the time in their 
daily lives. Whatever foliticians may say, the African is 
made painfully aware that almost every European he meets 
regards him as an inferior—and that it does not make the 
slightest difference whether he is an “educated” African 
or an “uneducated” one. It is of course the intelligent and 
educated African who- resents this most.. But when he 
registers his protest, he is told that, just because he is 
“ educated,” “he is not truly representative of the “real” 
African opinion and that therefore his protests need not be 
heeded. He is merely an “intellectual.” If he persists, 
then he is “immature and stupid.” 


From this evasion’ of the challenge which he embodies he 


concludes that all talk of “ partnership ” is mere hypocrisy, _ 


_ that in fact what is intended is to achieve by means of 
deration a strengthening and perpetuation of a system of 
«white supremacy” in which even the most intelligent 
African, merely because of the colour of his skin, will always 
be the underdog. To this he reacts by rejecting “ partner- 
ship ” as a sham and defiantly proclaiming his own brand 
of “black supremacy.” After all, in Africa there are far 
more Africans than Europeans: if there cannot be genuine 
partnership, then let numbers alone count. 


(To be concluded.) 


Troubles Over Tunisia—I. 


M. Faure has faced and won his first vote of ‘confidence in 
the French National Assembly on an unusual and an 
awkward subject—Tunisia. The root of the trouble there 
is the climax lately reached in the perennial tug-of-war 
between the Tunisian nationalists, who want full self- 
government without further delay, and.the French settlers 
in Tunisia, who fear for their position if the nationalists 
secure home rule. The point in M. Faure’s speech which 
carried the day was: “ We have never demanded and we 
do not now demand co-sovereignty.” This statement will 
incense the French settlers (whose attitude amounts to an 
argument that their handiwork has earned them some 
sovereign rights), but it succeeded in winning M. Faure 
the vote ef the French Socialists, proverbially the friends of 
the Tunisian nationalists and their trade unions. 

M. Faure was firmly opposed to recent Tunisian tactics 
—to the rioting and bloodshed of the last ten days, and to 
the Tunisians’-move to communicate their grievances directly 
to the Secretary-General of the United Nations. Both these, 
he implied, he would handle firmly. But his strictures on 
these acts were offset by the statement quoted above, a 
deciaration that amounts to r a mistake made ves 
the Pleven cabinet in. December. t body, in its weakness 
and its desire for compromise within its ranks, then drafted 
a communication to the Tunisians which, whatever its 
intentions, reads like a capitulation to the settlers ; ; a claim 
for their permanent representation in the Tunisian govern- 
ment; an assertion t Tunisia’s bond with France is 
défnitif (a word which, in French, conv of a sense of 
finality), and tacitly, therefore, a declaration of France’s right 
to a share in sovereignty. Though the Faure government is 
very like its predecessor in composition, it obviously wishes 
to rectify this impression and to reopen a door that only the 
die-hards meant to slam—the door to negotiation. 

Deadlocks between excited nationalists and a pecs 
power have been common fora generation, and, 
sight, the Tunisian affair looks much like the s 
self-government that took place in Iraq in the 
Syria in the thirties. But, in fact two 
basic reasons. The fest ia the eotabuicl/ef tee local Fach 


population, amounting to only one-twentieth of the whole 
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but possessing an economic impértance out of all rt 
to its ca. ‘The French element is further Shee 


the self-interested s rt of more than a million Frenchme; 
settled in cisedoee who are well represented by 
members and lobbies in Paris. This first factor 


great], 

aggravates the French government’s problem. — 
But the second factor is less ing. The Tunisian’; 
character is different from that of most Arabic speaking 


peoples. The blood that runs-in his veins is a mixture 0! 
and Berber as well as Arab, and is dashed wit! 
that of countless invaders including Greeks and Byzantines. 
The yield of so 1 a bee ee 
receptiveness to the best in westérn culture. Whenever 
S camue fence ae “ inion Tunisians tend to displa, 
a genuine fee or France aco toleranc« 
in return. In contrast to all other fos cyan easel in 
the Arabic States, the Tunisian nationalists hay: 
in the last eighteen months sought to gain their ends by 
working from inside their government t is, in collabora. 
tion with Frenchmen—instead of from irresponsible points 
of vantage outside it. The deadlock is not a But the 




















history of the protectorate shows that it could easily become 
so, with grave strategic repercussions for the Nato powers. 

For fifty years, after a bloodless occupation in 1881, a 
happy land had no hianoey, The Bey—the hereditary ruler 
—continued to reign but did not govern. In theory he 
retained absolute sovereignty except in matters of defence 
and representation abroad, and administered central and 
local government through Tunisian representatives. But in 
practice the legislation, the ae ae and the judiciary 
were all controlled by Frenchmen, and 1 decrees 
required a French counter before. they were valid. 
Meanwhile, a start was made with the building of Bizerta 
into a Mediterranean naval base of uence ;_ the 
economic situation vastly improved, the French were not 
numerous, and nobody grumbled at his lot. 


The social and political repercussions of World War | 
altered this situation. Under the ricctcheneh are of President 
Wilson’s fourteen points, an Se ee started 
and the Destour (Constitution) _— Simu!- 
taneously, in order to counter Hsgpt) vedi increasing 
numbers of Italian i pate pe og as Mussolini’s 







ambitions rpg of Fascists, the French 
government started r’to increase the French 
population of all settlers. The political 
parties in France gaa des as between the aspir2- 
tions of the left-wing. element known as the 
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A works or office car is an essential to the well run modern business. 


Austin build this special car which is'exactly right for the job. With its two J UY S TIN 


folding seats, it takes six in comfort and there is room for two more on 


occasions. Its 68 b.h.p. O.H.V. engine and great manoeuvrability ensure —you can 
that it is always on time. This Austin is more impressive—more efficient at its 
job—than an ordinary saloon. Delivery is better, too. See your dealer today. depend on it! 


This Austin is also the perfect Hire Car, for dependable day and night service. 


THE AUSTIN MOTOR COMPANY LIMITED © LONGBRIDGE *® BIRMINGHAM 
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A tall story? No. It is 
a fact that well known 
organisations are equipping 
their premises — literally 
from basement to roof— 
with Tan-Sad chairs. They 
realise gains in health and 
efficiency through correct 
posture. Let us show these 
benefits to your organisation. 
Write or phone for full details - 


THE TAN-SAD CHAIR CO. (1931) LIMITED 
AVERY HOUSE, CLERKENWELL GREEN, E.C.I 
_ TELEPHONE: CLERKENWELL 3192/3 











The London to Liverpool Mail leaving the old G.P.O. 
Lombard Street, the site of the present Bankers’ Clearing House. 


"THE Head Office of Martins Bank is established 

in Liverpool, and there are local Boards and 
Mancliester and Newcastle upon Tyne. Decen~ 
tralisation of control.is a long established policy of 
the Bank, designed to retain the best features of the 
old private banks whose excellent services to their 
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Yes! Between the two obvious extremes of candle alight-and-burning 
and candle snuffed-right-out there is a halfway stage...‘ burning’ without 
flame. That's controlled combustion . . . important because it is the principle 
behind a method discovered some thirty years ago for making a vital substance 
called phthalic anhydride. 
Phthalic anhydride was used in those days as an intermediate for dyestuffs. The new 
method not only produced phthalic anhydride, but produced it at a much lower price. 
Process research—in which Monsanto were prominent—greatly improved the process; 
and in a short time a wide new field of application had opened. 
Today, phthalic anhydride is the base for alkyd resins (used in modern paints and 
varnishes); the base for the plasticizers used with polyvinyl chloride (plastic 
material for waterproofs, bathroom curtains, floor coverings, cable coatings); the 
base for the chief plasticizer in cellulose acetate (used for non-flam film). The 
production of low priced plasticizers, made possible by low priced phthalic 
anhydride, contributed greatly to the expansion of the plastics industry. 
So, the application of an old principle evolved a new method for producing 
a valuable chemical . . . made still more valuable and more widely avail- 
able by Monsanto’s process research. The growth of many important 
British industries was largely stimulated by these developments. 
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period, the accession of the Popular Front to power in Paris 
put heart into the nationalists who — to discuss their 
aspirations with the French Foreign . But the return 
to power of M. Chautemps (Radica!-Socialist) caused a 
quickening of the settlers’ hopes and a rupture of the dis- 
cussions. By 1938 the Néo-Destour had decided to resort 
to violence. A state of seige was proclaimed. About a 
thousand nationalists were imprisoned. The ensuing stale- 
mate was only brought to an end by the outbreak of the 
Second World War, 


Even after the collapse of France, Tunisian affections 
survived and it was from Vichy that a new, tough and 
ambitious Bey, Moncef, sought changes that would reduce 
the element of direct rule, and bring about “a return to the 
spirit of the protectorate.” He was subsequently banished by 
the French for “ collaborationist ” tendencies, and they in- 
stalled the present Bey, Sidi Lamine, in his stead. The inci- 
dent is mentioned only because, until Moncef died in exile in 
1948, his very existence created a creed known as “ Monce- 
fisme ” which afforded a spur to postwar nationalism. Other 
elements contributed to it: the birth of the Arab League in 
Cairo, the Atlantic Charter, the propositions advanced by 
self-interested powers— Britain among them—for an 
independent Libya. Simultaneously, there were blossoming 
in France the conceptions that caused the Fourth Republic 
to write into its new Constitution a plan for a French Union, 
including a niche for Tunisia as an “ associated state” with 
a government of its own. 


Already, by 1946, it was clear that the old relationship 
needed revision, The reasons why, by 1952, only partial 
changes have occurred and Tunisia has never taken its seat 
on the Haut Conseil of the French Union will be set out in a 
second article. 

(To be concluded.) 


The Legacy of Gandhi 


[FROM OUR CORRESPONDENT IN INDIA] 


It is only three years next Wednesday since Gandhi was 
murdered. Yet, it is already long enough to see his achieve- 
ment in perspective, for, already, like Queen Victoria, he 
has become more a symbol than a man. Politically, with 
the present elections the independent and democratic India, 
so much more his creation than anybody else’s, has now 
finally become a fact. Morally, neither India nor its 
politicians. can quite live up to the absolute standard 
Gandhi set for them. Socially, Gandhi is deeply missed. He 
was the greatest protestant reformer in Hindu history, and 
he died when his reformation was but begun. The reforma- 
tion continues slowly and irreversibly ; but its course has lost 
the remorseless certainty given it by the Mahatma’s unwaver- 
ing refusal to permit custom to sanctify evil. 

Mr Gandhi iin politics can be best compared to the 
Christian Radicals who have been so important in English 
history, to Gladstone, or Cripps. He had no respect for the 
temporal past. The pomp of Viceroys meant nothing to him. 
Riches he considered only as a trust for the poor. Yet he 
was no iconoclast, and class-war to him was sin. He never 
allowed political expediency to stand in the way of the ideas 
of truth, love, duty, and the worth of the individual human 
soul. He called off civil disobedience when the mob burnt 
the policemen in the Chauri Chaura station when Lenin 
would have hailed it as the herald of revolution. Because he 
thought in such simple, religious terms he made politics 


simple. He was a democrat and a nationalist because he 


believed that it was bad for men’s self-respect, for the 
development of their souls, to be governed by others. 
Whether government by others was or was not better for 
them in any material sense was to him fundamentally 
irrelevant. For him it was simply wrong. 
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From. this two consequences followed. He had to bring 
the people into politics, for it was their self-respect and their 


development with which he was concerned ; and he was - 


able to do this successfully because he alone was abie 
to translate politics into the people’s terms. For cen- 
turies the Indian villager has found his consolation and 
mainstay in religion, and Gandhi talked to him in 
religious terms. Before him Indian nationalist politicians 
had argued about Indianisation of the civil service, or 
seats in Assemblies. Gandhi talked of Ahimsa (non- 
violence) and RamRajya (the government of right) and 
truth. Gandhi conducted the world’s biggest nationalist 
movement for thirty years, without the “ Satanic Govern- 
ment ” losing as many lives as have been lost in a few weeks 
in Suez, and without ever wavering from the position that the 
British should be loved, not hated. Gandhi made the people, 
the ordinary villager, the dominant factor in Indian politics. 
He also taught the other Indian classes to see India as he 
did, not as a land of civil servants and High Court lawyers, 


but as a country whose heart was in its 700,000 villages, 


and whose problems were to find food and clothing and 
occupation for the inhabitants of these villages. He was 
more interested in power for the village and its panchayat 
than in Assemblies. Since the villages, moreover, were 
deeply Indian, he insisted on the worth of Indian, as against 
Western, values, for he regarded the West’s ways as too 
expensive for a poor country. His very Hindu insistence 
on the moral worth of poverty and renunciation and the 
overcoming of desire, however maddening it might be to 
those brought up to believe in raising the standard of living, 
restored self-respect to a people history had made poor, and 
who had been driven into a feeling of inferiority by the British 
claim that their material superiority was a sign of moral 


superiority. 


Popular Interest in Politics 


These attitudes of Gandhi’s have become the very stuff 
of Indian politics. Independence was achieved before he 
died ; and, despite the shock of partition, it was an indepen- 
dence without bitterness. That India stayed in the Common- 
wealth was as much a legacy of Gandhi as the result of 
Nehru’s ability to decide without rancour.. In the Constituent 
Assembly, despite some doubts, adult franchise for men and 
women alike went through with hardly a dissenting voice, 
and the electorate has now shown how thoroughly thirty 
years of Gandhi has interested it in politics by voting in its 
millions. Despite all the difficulties of communications, of 
organisation and of illiteracy, the percentage of voting in 
current Indian elections has been higher than in an average 
American presidential election. Mr Gandhi was, however, 
no economist as he showed when he forced decontrol in 
1948. Handspinning was a wonderful political symbol ; it 
was a poor remedy for under-employment in a country 
whose population increases by 4 million every year. 
Gandhian economics are, therefore, slowly being rejected 
almost as completely as Gandhian politics have been accepted. 
Not all the help of Congress governments has made an 
economic reality out of hand-spinning ; and the draft five- 
year plan gives its priorities, not to Cottage industries, but to 
electric power and high dams, irrigation and fertilisers. 

In morality Mr Gandhi’s particular contribution was his 
insistence that there could be only one code. What was right 
for the individual was right for the state. Violence was 
wrong and truth was right, therefore he himself did not want 


armed forces for India, though he never attempted to enforce . 


his view, and for the ordinary evasions of diplomacy he had 
little patience. Here his success was as limited as that of 
all such reformers has always been. India keeps armed forces 


and, in an appropriate cause, has shown itself willing to use . 


them. India argues about the crossing of the 38th parallel 
or the declaration of China as an aggressor in terms of 
expediency as well as of morals. It is influenced in its 
attitude to its friends, not only by the rightness of their 
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behaviour, but also, like the rest of us, by what is said 
about it. Yet, with all this something of the Gandhian 
aura sull lingers. The Gandhian insistence—which again 
is a very Hindu insistence—that one must look for the truth 
in the other side’s approach also is a major cause for the 
Indian reluctance to condemn Russia or, still more, China: 
Even with Pakistan, last year’s Delhi Pact, when in Indian 
eyes there was a good reason for war, was as much a result 


of the Gandhian tradition as the release of the cash balances - 


in 1947 was of Gandhi's direct pressure. 


Above all, the public continues to set the high moral 
standard Gandhi first-laid down: They still expect of their 
rulers his austerity, his simplicity, his _ self-sacrifice. 
Congressmen, however, are human, and office after years of 
pinching and jail-going is sweet. Relations have sometimes 
been given jobs, -friends have sometimes been granted 
licences. Some Congressmen have taken money, more have 
misused their influence. Many however have been honest, 
and India is indeed as honestly governed as any country 
outside a few of the wealthiest countries of the West. But 
Gandhi set a higher standard and it is by that high standard 
that Congress is judged. Many individual defeats, and much 
of the Congress loss of votes in general, is due to a corrup- 
tion which, in many other Asian countries would be regarded 
as too mild to notice, 


Hinduism on a New Road 


Gandhi’s greatest work was in’ the sphere of applied 
religion. He found a Hinduism. overlaid with superstition, 
split by caste into innumerable divisions, clinging to institu- 
tions many of which were in origin either abuse or a defence 
—a withdrawing into one’s shell—against Islam. None of 
this would Gandhi accept. From the time when, at the age 
of 12, he refused to believe that it was wrong for the sweeper 
to enter the house,’ he accepted caste less and less until 
he came to insist on common kitchens in his ashrams, to 
marry his son to a Brahmin’s daughter, and to live in Delhi 
only in the untouchable quarters. So, too, by accepting 
women disciples equally with men, he broke the tradition by 
which higher matters were reserved for men. Gandhi took 
Hinduism back to its essentials. He himself was a Karma 
Yogi—one whose approach to God was through works—and 
he insisted that what mattered for everybody was the 
approach to God, the search for truth. He said that there are 
many ways to God when questioned about his affection for 
Muslims. In a country where religion had all too often 
descended into caste observance and the ritual of the family 
ceremonies, this was a revolution, or rather a renaissance 
far more important than anything he did politically. Gandhi 
died with his work unfinished. The Hindu Code Bill might 
not have lagged as it did, had he been alive. But the main 
part of his task has been done just the same. He has set 
Hinduism ‘in a new road, and, though with more side- 
stepping than in his lifetime, on that new road it will proceed. 


Roman Crime and 
Punishment 


[FROM OUR ROME CORRESPONDENT] 


A. TENDER spot in the Italian comscience was touched on 
January 19th when the Roman police came under suspicion 
of using extremely shady methods to obtain a confession 
from an accused man. A great-part of the evidence on which 
a rather feckless slum dweller from a lamentable Roman 
suburb seemed to be on the point of receiving a life sentence 
for a sexual murder was suddenly shown to have been a 
confession extorted from the accused man by terrorism and 
bluff in such circumstances that his vent retraction 
of it became—in the view of the man in street—both 
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plausible and credible. On the —- day the court gave 


a verdict of “ acquittal for insufficiency of proof,” correspond- 
ing to the Scottish “ not proven.” Both sides are to seiey 
the Public Prosecutor against the acquittal, and the defence 
against the “ not proven ” formula, which leaves the acquitted 
man under suspicion, The announcement of the verdict filled 
the Roman squares with excited crowds as in times of high 
political tension. Every major ogan of the Italian pres; 
the following morning addressed itself in solemn tones to 
the heads of the police force and the Minister of the Interior. 


Of the case, it suffices to. say that the man in question 
was arrested nearly two years ago and was then liberated. 
Rearrested, he made a confession and then denied his con- 
fession. He was also discovered communicating from the 
gaol with his wife to obtain the services of witnesses to 
testify to an alibi. Leaving aside the confession and the 
attempts to obtain the alibi, the court heard, from the 
prosecution and the defence, two alternative interpretations 
of the circumstantial evidence which were as nicely balanced 
in their probability as the alternatives weighed by the judge 
Porphyry in “ Crime and Punishment.” ession and 


' the incriminating letters seemed to hold the balance. The 


defence had made allegations of torture, and a nasty taste 
had been left by their revelation that two cell companions 
of the accused, to whom he had committed the incriminating 
messages to his wife, were Sse informers. On the eve 
of the final statement by the Public Prosecutor the presiding 
judge -received a letter from these two cell companions. 
They declared that their consciences forced them to speak. 
On behalf of the police, they said, they had terrified the 
prisoner with tales of torture (one of them had even been 
painted up and bandaged by the police to simulate severe 
injuries) and he had penned his confession on their advice 
that this would be the only way to escape the torture chamber 
(he had already been beaten once). He obtained their 
promise to come into court and support him when he 
retracted—as he did very shortly after. They had also 
encouraged him to frame up an alibi. He had always, they 
said, maintained to them his total innocence of the crime. 


Allegations against police 


With this letter in the court’s hands two alternative views 
were again possible. One was that the contents of the letter 
were true, in which case it seemed likely that much else tha‘ 
had been alleged about police behaviour was also true, while 
the unsavoury character of certain undisputed police action: 
thereby became far more sinister. Or, alternatively, the 
writers of the letter, paid informers of the police, had been 
bought at a higher price by the defence. In the light of 
the full-b anti-police campaign being conducted by 


the Communist press in their reporting of this and othe: 
current trials, the notion of a political o * the extreme 
Left crossed some people’s minds. ile, however. 
public opinion in the suburb, and by infection in Rome as 
a whole, had turned fiercely in favour of the man whose 
blood had been demanded two years earlier. A different 
verdict than that of acquittal might have had strange con- 

When Mussolini fell from power in July, 1943, one of the 
first cares of Marshal Badogtio in his “forty-five days” of 
comparatively unchallenged tenure of office was to shape the 
complex Italian police system to his ends. Mussolini in 
1922 did the same when he disbanded Nitti’s unpopular 
Guardia Regia and sorted out the various police corps in 
a new fashion. Since 1943, the Pubblica Sicurezza, which 
was in Mussolini’s day a civilian and, except in Rome. 
un-uniformed body, has in the main received uniforms and 
military status. Its numbers now ap or perhaps 
surpass, eighty thousand. Naturally the criminal investiga- 


tion section goes about its business in civilian dress. Pubblica 
Sicurezza has absorbed such elements of Mussolini’s African 
police as could pass through some sort of political vetting. 
and also the special Rome corps of Metropolitani, whose 
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No smoke streams over the 
coaches of this Royal Scot. 
No boilers demand constant 
stoking. These 1,600 hp. 
diesel - electric locomotives 
haul freight and passenger 
expresses with equal efficiency. 


Their diesel engines and electric 





equipment were designed and 


built by ‘ENGLIsH ELEcTRIC’. 
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All over the world ‘ENGLIsH 
ELectric’ trains and -loco- 


i motives are bringing quieter, 





cleaner, more comfortable 
travel. All over the world, in 


all kinds of ways ‘ENGLISH 


ELectric’ uses the power of 
electricity to bring bett®r living 
to millions df -people. 
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Aspects of Enterprise No. 22 








The dollar sign is increasingly 


visible in the affairs of the Simon Engineering 


Group, which is doing its utmost to increase 


exports to the difficult but supremely important 


North American market. Henry Simon supply 


substantial quantities of flour milling machinery 


to North American firms. A recent dollar 


achievement of Simon-Carves is a contract for 


a large coke oven battery in St. Louis, which is 


believed to be the first American coke oven 


contract ever placed with a British firm. 
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SIMON-CARVES LTD 

SIMON HANDLING ENGINEERS LTD 
HENRY SIMON LTD 

TURBINE GEARS LTD 

HUNTINGTON, HEBERLEIN & CO. LTD 
CHEMICAL ENGINEERING WILTONS LTD 
DUDLEY FOUNDRY CO. LTD™ 
SANDHOLME §RON co. LTD 

THOS, ADSHEAD & SON LTD 


* METAL LAUNDRIES LTD 


TYRESOLES LTD 
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WHEN IT’S A QUESTION OF TIME... 
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Is 
soing-home t 


ime 

me ? 

It is only natural that, if there are fast,and slow clocks about the 
premises, workers will tend to arrive by the slowest and leave by the 
fastest. Industry loses many millions of productive minutes every year 
through this time leakage alone. There is a simple answer. Accurate 
time must be clearly shown and sounded throughout the premises. T.R. 
Time Control does this, and much more, to eliminate time waste in 
industry and implant a wholesome sense of time values in the minds of 
everyone concerned. Spend a profitable moment now to write for full 


particulars. 
Time Recorders, i 
Internal Telephones, { 
Internal Broadcasting 
SERVICE installed and main- 


tained under guar- 
speeds production | antee by Telephone 
Rentals Ltd.—that s 
T.R. Service. 
WRITE TO INF. BB KENT HOUSE, RUTLAND GARDENS, LONDON, 8.W.7, 
GR YOUR NEAREST BRANCH—14 THROUGHOUT THE UNITED 
KINGDOM. ALSO JOHANNESBURG, CAPE TOWN, PARIS AND BRUSSELS 
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Segal, 





LONDON - MONTREAL + SYDN@Y «+ PERTH - MELBOURNE 


CALCUTTA BOMBAY + JOHANNESBURG 
KARACHI BULAWAYO 
ASSOCIATES: 


C. TENNANT, SONS & CO. OF NEW YORK, NEW YORK 
VIVIAN YOUNGER & BOND LIMITED, LONDON AND NIGERIA 
HENRY GARDNER & CO. LIMITED, LONDON, CANADA, CYPRUS AND MALAYA 
The Group trades in and markets ventilation plant and other spe- 
non-ferrous ores, metals and cialist engineering equipmen'. 
minerals, many kinds of produce, and it furnishes allied shipping 
timber and other materials; it insurance? secretarial, financial 
provides coal-washing _ plant, technical and statistical services. 





PRINCES HOUSE, 93 GRESHAM STREET, LONDON, E.C.2. 


TELEGRAMS ;: 


Bri y= CABLES ; TELEPHONE: 


Brimetacor. London MONarch 8055 
Branches at BIRMINGHAM and SWANSEA 
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urban duties are now performed, as in other cities, by 


municipal police. Quite recently a recruitment drive was 
in course for an additional 15,000 members. 

To the public, in the ordinary course of life, the PS men 
are most vividly known in the guise of the Celere—jeep- 
riding, crash-helmeted, prcany A bay wig Saif, columns 
which of a sudden, when their patience has tried beyond 
endurance (and even London policemen could scarcely stand 
Italian Commiunist baiting), charge across pavemients and 
roar down thoroughfares clubbing in all. directions, not 
always distinguishing between a Communist riot and—as 
happened in one case—a knot of sporting journalists waiting 
for a bicycle race. The Celere are especially identified in 
the public mind with their virtual creator, the Minister of the 
Interior, Mario Scelba. This intrepid Minister’s success in 
restoring tolerable order in the streets between 1947 and 
1949 has blunted much of the criticism and anger roused 
(not only on the extreme Left) by some of the exploits of 
the Celere, in whose ranks it is usual to say that the tougher 
Fascists have found a new spiritual and bodily home. The 
unpopularity of the Celere, like that of the former Guardia 
Regia, is perhaps not unwelcome to Italy’s other and more 
picturesque and dignified police force, the never properly 
Fascistised, cocked-hatted Carabinieri. These answer both 
to the Ministry of the Interior and to the Ministry of Defence, 
have almost exclusive charge of country districts and, while 


generally respected, are in some loyal quarters feared for 
their monarchist sentiments. 


It is now being said that not only do the toughest Fascists 
set the tone of the Celere, but hie revelations like those 
made in this month’s great trial show that the criminal investi- 
gation police are deeply imbued with Fascist methodology. 
It is suspected that in trials like this they work to the 
order, “ There must be a conviction in the interests of 
prestige.” Public opinion is now deeply stirred, and the 
effects may be healthy. : 


Northern Waters in Dispute 


REPERCUSSIONS extending from the Baltic.to Greenland are 
likely to follow the International Court’s recent ruling on the 
Anglo-Norwegian fisheries dispute. Russia, Poland, Den- 
mark and Sweden are involved; and both Britain and 
Norway, despite the settlement of their mutual differences, 
may face new problems as other nations take up the lead 
given by the Court. . 


The judgment delivered at The Hague on December 18th 
was the first ever given by an authority of such eminence on 
the general question of territorial waters. It was essentially 
a negative decision. The judges declared that the method 
of defining fishing zones adopted by Norway in 1935 was 
“not contrary to international law.” This amounted to a 
clear recognition from a high source that no system of 
defining territorial waters could be regarded as universally 
binding. A serious blow was thus dealt to the hopes of those 
nations, including Britain, which have long pressed for the 
general recognition of a system based on a fixed distance 
from the low-water mark. It has never been suggested that 
such a system should be wholly inflexible ; allowances have 
always been made for fjords, narrow bays, straits and other 
abnormal coastal features, and Britain and other countries 
which only claim a three mile limit have not questioned 
the Scandinavians’ right to a limit based on their traditional 
four-mile league. But in an age which is seeing new 
sovereign states created in swift succession there is a strong 
case for the reinforcing of a simple principle like that of the 
three or four mile limit; and in an age of economic 
nationalism there are obvious dangers in the Court’s belief 
that “economic interests peculiar to a region” should be 
taken into consideration when the validity of a definition of 
territorial waters is in question. 


Indirectly, the Soviet Union is a beneficiary of the Court. 
Before the war, Swedish and Danish fishermen regularly 
caught salmon off the coast of Latvia, Lithuania and East 
Prussia, outside the three and four mile limits claimed by 
the Baltic and German governments. After the war. the 
Swedes and Danes returned to their former fishing grounds 
in this area ; but in 1948, without any warning, the Russians 


‘ began to arrest the fishermen and to seize their catches and 


cones A series ~ Notes were ex > the Russians 
justified their action by citing a decree of 1927 applying a 
twelve-mile limit to all Soviet territorial waters, oy the 
Swedes and Danes pointed out that in 1927 the south-eastern 
shore of the Baltic was not Soviet territory, that the new 
Russian action drastically altered the long-established posi- 
tion in the Baltic. Denmark alone has been estimatéd to be 
losing a million kroner a year because of the Soviet action. 
Last July Sweden and Denmark jointly suggested that the 
matter be referred: to the International Court, but the 
Russians refused the invitation; declaring that they were free 
to define their waters as-they:chose. Swedes now fee) that 
the Court’s decision in the Anglo- jan dispute -has 
strengthened the Soviet case. Moreover, Poland has recently 
warned Sweden and Denmark that “ illegal ” fishing in Polish 
waters will be severely punished. As yet the Poles have not 
defined their claims clearly enough to reassure’ Swedish 
fishermen, who fear that they may, like the Russians, insist 
on a twelvé mile limit. re ih tid 


Competition for Shrimps 

Indeed, the Court’s rulingMooksJike creating .problems 
for Sweden on all sides. Fishermen’from ports on Sweden’s 
western coast have long frequented the Oslo fjord, which is 
particularly rich in shrimps. . The Norwegians themselves 
also fish in these waters, and after the war they found that 
the Swedes; whose ships and equipment had been 
modernised while Norway stagnated under German occupa- 
tion, were getting the lion’s share of the catches. A tem- 
porary agreement on Swedish rights in the fjord was reached 
a year ago ; but it will expire dt the end of 1955, and Norway 
may then cite the International Court’s ruling as justification 
for excluding the Swedes altogether. 


Norway, in turn, may suffer if Iceland extends its claims 
to territorial waters as a result of the Court’s decision. This 
possibility, about which fears have already been expressed 
in British fishing circles, could have serious consequences 
for both British and Scandinavian fishermen ; for the elusive 
herring is apt to move in very close to the northern coast of 
Iceland, which are deeply indented and where, if the Nor- 
wegian example is adopted, extensive areas would be closed 
to foreign fishermen. Much the same applies to the Green- 
land cod fisheries. Although Greenland is Danish territory, 
its own national council has recently been demanding that 
not only foreigners, but Danish and Faeroese fishermen, 
should be kept at bay in the interests of the local inhabitants. 


Theoretically, in fact; there is no limit to the possible 
repercussions of the International Court’s ruling. Like Mr 
Truman’s proclamation in 1945, which reserved to the 
United States all mineral rights on the submerged “ con- 
tinental shelf” off its shores, the Anglo-Norwegian decision 
is likely to be cited as a precedent on the other side of the 
world, Indeed, the two precedents are already linked. Imme- 
diately after the Court’s ruling, Peruvian fishing interests 
launched a wave of complaints against the activity of Ameri- 
can tuna fishermen off the coast of Peru; although the 
Americans are operating well outside territorial waters, it 
is claimed that they are infringing a decree of 1947 which, 
in imitation of Mr Truman, reserved to Peru jurisdiction 
over waters extending 200 miles from the coast. The Truman 
proclamation has had an important effect on the 
pa phe of oil lo aoe tt gb decision in the 
Anglo-Norwegian dispute may have st a chain reaction 
which will affect such distant ishing nations as Japan. 
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THE BUSINESS WORLD 


Saving the Sterling Area 


ie JOHNSON observed that nothing so concentrates 
a man’s mind as the knowledge that he i to be 
hanged in a fortnight. Something of this mood seems 
to have stirred the conference of Commonwealth Finance 
Ministers that ended last Monday. Certainly, it is a 
mortal crisis that now confronts the sterling area ; if it 
is to be saved, something more than emergency stop-gap 
operations of the 1947 and 1949 kind are needed. 
Danger has clearly been the dominant motif and pro- 
pellant of the conference, and the response of the 
Finance Ministers to it has been more realistic and 
vigorous than at any previous conference of this kind. 
The meetings have certainly been successful—within the 
limitations of authority and executive power by which 
such conferences are inevitably bound. 


But it will take more than last Monday’s communiqué, 
despite all its resounding words, to overcome the perils 
that now stalk the sterling area. Agreement may have 
been reached about the character of the measures that 
should be taken to protect and rebuild the gold and dollar 
reserves of the sterling area and to end the chronic 
deficits that most of the leading members of the club 
have been prodigally running in their overseas payments 
accounts. It remains for the separate and autonomous 
countries represented at the conference to translate these 
general heads of agreement into action and it is not yet 
clear that their endowment of political courage and 
economic wisdom is sufficient for these grim tasks. The 
sterling area can survive on two conditions only. 


First, all of its members must act immediately to get 
rid of policies that lead persistently towards insolvency ; 
in short, they must live within their means. Secondly, 
the rest of the world must be convinced that sterling 
can, in time, be restored as a strong and convertible 


currency, no longer prone to recurrent crises whenever . 


the trade winds that blow from America happen to 
change by a few points. To be of any use, assurances 
about these two aims must be couched, not in general 
and ultimate terms, but in ways that promise that the 
two conditions can be realised in good tithe. 


Monday’s communiqué had the particular virtue— 
refreshing after previous exercises in crises and ex- 
pedients—of encompassing this wider vision, and of 
asserting most, though not all, of the steps in economic 
policy that will be required to achieve it. It is, indeed, 
true that the lasting solution of the sterling area’s problem 
will be found only. => 


when the worldwide trade of the sterling area is on a sub- 
stantially higher level than at present, when sterling is freely 
convertible into all the main currencies of the world and its 
position need no longer be supported by restrictions of 
imports. : 
Such gazing at the distant hills has been unknown since 
1945, when promises to make sterling convertible hore 
little relation to the harsh realities of the immediate post- 





war situation. Whether these latest references to the 
convertibility of sterling carry any greater realism 
depends entirely on the measures to be taken following 
the conference. 


These measures fall into two broad parts—the 
immediate emergency steps by which it is hoped to bring 
the sterling area as a whole into early balance with the 
rest of the world and the more fundamental measures 
that may lead to the goal of convertibility. Evidently, 
cuts in imports and other forms of overseas expenditure 
form the main part of the short-term emergency 
programme. It may indeed be questioned whether cuts 
of this kind, even if imposed with the most rigorous 
severity, would be enough to quench the pernicious 
deficit of the sterling area as a whole ; and on such a 
scale they would bring in their train-reductions in output 
and in exports for many members of the sterling area 
that would make their predicament worse. Indeed, the 
Finance Ministers themselves point out that the bridging 
of the gap “ cannot be attained by negative and restric- 
tive methods alone or merely by the imposition of cuts 
on imports from certain parts of the world.” Yet, apart 
from import cuts, there is little that can be done to 
achieve the short-term objective of the Finance Ministers 
“that the sterling area as a whole should: be in 
balance with the rest of the world-at latest in respect of 
the second half of 1952.” The communiqué urges tha 
this should include at least a balance with the dollar 
area within the same period. 


* 


The. gap that has immediately to be bridged wa: 
running at the rate of about $3,500 million a year in the 
fourth quarter of 1951. It promises over the next fev 
months to be appreciably reduced by the import cuts 
already prescribed by the United Kingdom but even 
allowing for these and for the fact that the December 
quarter included a full year’s payment on the dollar 
loan it is evident that further substantial cuts, particularly 
in dollar imports and other overseas iture, will 
have to be sought by the United Kingdom and the other 
sterling area countries. The cuts that are to be put 
into effect in Britain are due to be announced by the 
Chancellor of the Exchequer soon after Parliament 
reassembles. The Dominions represented at the talks 
will consider similar measures, while proposals to the 
same end of achieving equilibrium on the balances of 
payments in the second half of 1952 will also be recom- 
mended by the Secretary of State for the Colonies to the 


governments of the territories with which he is 
concerned. 


3 The other source from which immediate relief to the 
"Sterling area’s. balance of payments deficit may be 


secured is external borrowing. ‘This question seems to 


- 


‘have played a considerable part in the discussions of the 
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Finance Ministers. The communiqué refers to it in 
connection with the need to develop the productive 
power of countries in the sterling area ; “‘ such develop- 
ment will require the investment of substantial financial 
resources and that it will be necessary for many member 
countries to obtain those resources from overseas.” This 
passage appears to have only one connotation—a renewed 
drive on the part of sterling area countries to secure 
long-term loans in the United States market. The 
Finance Ministers agreed that “such investment is to 
be welcomed and that all necessary steps should be taken 
to encourage it.” : 


* 


When the communiqué sets out the methods by which 
member countries will overcome the deficit of the 
sterling area as a whole, it does not give first place to 
cuts in imports, but rather to steps “to ensure that the 
internal economy is sound and that all possible measures 
are-taken to combat inflation.” This is certainly to put 
the fundamental things first, but it will take time for the 
mediciné to work. In Britain the patient has barely 
absorbed the first dose, and it is still not clear whether 
the whole course will be sufficiently strong. In 
Australia, the prescription has not yet been taken to the 
chemist. In parts of the Colonial Empire, where inflation 
is imported rather than home made, the doctor has not 
been summoned. The communiqué is not unequivocal 
in demanding the use of monetary weapons to combat 
inflation ; and if it were, it would be expecting a lot to 
suppose that a disinflationary policy could restore 
equilibrium in the sterling area’s balance of payments 
by the end of the year. It is a remedy that will take a 
longer time than this to produce its results. The second 
item in the list of short-term remedies is to increase 
exports and earning power. This again is an admirable 
intention, but it will take time to yield results in any 
way commensurate with the gap that has to be filled. 
Welcome relief to the sterling area’s balance of payments 
should, however, be provided by the resumption of tin 
purchases by the United States following the Truman- 
Churchill agreement. It is only after these two pro- 
posals ,of disinflation and larger exports have been 
mentioned that the communiqué refers to the possibility 
of borrowing from outside the sterling area and “ finally ” 
to import cuts. The cuts may come at the bottom of 
the list but, to the extent that they are possible, they will 
have to accomplish most of the immediate work. 


Assuming that a balance can be reached, the Common- 
wealth Finance Ministers visualise in their communiqué 
a period of “ some years” during which the sterling area 
would gradually build up its financial strength and 
prepare for the ultimate goal of convertibility of sterling. 
During this period a policy of disinflation, a gradual 
building up of exports and the development of the latent 
productive resources of the Commonwealth should make 
themselves felt. During this period, it is emphasised, 
the sterling area will need to be in surplus with the rest 


of the world (including a surplus with the dollar area) 


and, after taking account of the inflow of long-term 
capital from abroad, all member countries should balance 
their external accounts. This should allow the steady 


strengthening of the reserves and prepare the way 
for. the co Samet convertibility. Finance 


Ministers do not hedge their references to this ultimate 
objective’ with any of the habitual reservations on this 
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topic in recent years. They speak of their intention 
“to make sterling convertible and to keep it so. . . to 


work towards that goal by progressive steps aimed at 
creating the conditions under which convertibility can 
be reached and maintained.” ‘This goal cannot be com- 
pletely realised without the active co-operation of other 
countries, “notably those countries which are consis- 
tently in surplus with the rest of the world,” which means 
primarily the dollar countries. Nevertheless, self-reliance 
is the keynote: “ It is primarily the responsibility of the 
members of the sterling area themselves to create the 
conditions under which convertibility can be reached 
and maintained.” ‘This matter is not to be left as a vague 
aspiration ; an immediate investigation of the steps that 
should be taken along the road to convertibility has been 
arranged. 
* 


These references to convertibility may appear strangely 
brave and confident when the sterling area’s reserves 
have been denuded to a level that would cover only a 
few months’ expenditure at the recent rate. It may be 
argued, however, that it is only the very rich or the very 
poor who can contemplate convertibility of their cur- 
rencies—the first because they can afford to do so, the 
second because they must if they are not to become poorer 
still. But*apart from this compulsion of poverty it is 
surely right that the promise of convertibility should be 
unmistakably attached to sterling. It is only on this 
condition that sterling will become a stable currency, 
capable of playing its full part in world-wide trade, and 
contributing its proper share to the development of the 
world’s economic resources. There may be considerable 
differences of opinion about the time that will be needed 
to reach this objective ; but there can be no doubt at all 
that if convertibility is a will-o’-the-wisp, eternally 
eluding Britain’s grasp,-the days of the sterling area are 
numbered. If the measures now to be set in train give 
real promise that the objective of convertibility can be 
reached, there will be abundant justification for the 
Chancellor of the Exchequer’s claim at the end of the 
conference that “‘ we have given the sterling area a new 
lease of life.” This week has produced its full quota of 
brave words. Now the time has arrived for really brave 
action—a joint and several operation by all members of 
the sterling area to save and fortify their money. 

















Economic Intelligence 


The Economist Intelligence Unit provides 
a means whereby the specialist knowledge 
of The Economist, its research facilities 
and its sources of information, both at 

home and overseas, can be directed to the 
particular requirements of business firms 
and other organisations. The Unit can 
supply information and prepare reports on 
a wide range of subjects. In suitable cases, 
it can provide authoritative opinions on 
specific problems. 


The Economist Intelligence Unit 
22, Ryder Street, St. James’s, 
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Bankers in the Front Line 


Rene: change in the supreme command and its prompt 
swing towards monetary policy has had the effect of 
putting the banks, with their battalions of branch 
managers and advances’ controllers, right into the front 
line of the battle against inflation. What the commanders 
in the field think about the new policy, and what they 
are prepared to say about the way in which it has been 
applied so far, may therefore supply significant indica- 
tions about its working in future. This changing réle of 
the banks makes the latest of the annual series*vf chair- 
men’s statements of more than usual interest. As in the 
past, their comments range widely over the whole course 
of the battle and its underlying strategy ; but it is upon 
that part of the line in which they are now directly 
engaged that their views most deserve scrutiny. They 
merit study from four points of view. Do the bankers 
approve of the change of policy ? To what lengths do 
they think it will (or should) be pushed ? How will the 
rediscovered weapons work? Would any different 
deployment of them be likely to yield better results ? 


To the first of these questions the bankers give a clear 
answer. They all do approve. Lest anyone should still 
suppose this attitude to be rooted in narrow self-interest, 
it should be neted in passing that most of them specifi- 
cally reaffirm the rebuttal (given by Lord Linlithgow just 
before his untimely death, and discussed in The 
Economist of December 29th) of the charge that the 
change of policy would put “ millions of pounds” into 
the pockets of bank shareholders. They point out that the 
prospective addition to their net earnings from interest 
receipts and payments that may accrue over a full year, 
and will be secured partly because of a loss of liquidity, 
is much less than the “ book” loss already experienced 
on investments. The new offensive against inflation 
must be painful ; and inevitably those in the front line 
have suffered first, and to the extent of “ tens of millions 

of depreciation, as Lord Balfour of Burleigh (of Lloyds 
Bank) candidly admitted. It might have been added 
that as the mass battalions of consumers and business 
men come within the range of fire, part of the shock 
they feel will also rebound on to the banks, in a rising 
incidence of bad debts. 


This makes the general approval of the bankers the 
more significant. In the twenty years that have passed 
since an orthodox monetary discipline was last practised, 
and especially in these postwar years of heterodoxy, 
many people in the City had forgotten the classical prin- 
ciples of free markets on which its tradition was built, 
while others had come to’ assume that orthodox monetary 
technique could not be used without exerting unduly 
violent effects. Many people in the City who a few 
months ago would have opposed a return to orthodox 
discipline have lately been shifting their ground, while 
nearly everyone mow perceives that even a moderate 
policy (which the present policy-certainly is) can play a 
valuable part. | 

There are still, however, some clear traces. of these 
earlier divergences of views among the bankers. Some 
of them greet the new measures with eager enthusiasm 


—especially Lord Balfour, who regards them as~ 


“ precisely ” what was needed and as affording the “ first 





real hope of escape from the inflationary quagmire in 
which we have been floundering.” Similarly, Lord 
Aldenham, of the Westminster Bank, describes bank rate 
as an “essential part of the mechanism of credi: 
control” that has “for too long remained idle,” and 
regards the psychological force of any increase in it as 
more important than the amount of the rise. Lord 
Selborne, the new chairman of the National Provincia! 
Bank, makes the same point: the new measures gave 
warning that “a new era had begun,” or, as Mr Tuke 
(of Barclays) put it last week, the “ direction of the wind 
has changed.” By comparison with the most enthusiastic 
comments, Lord Linlithgow’s posthumously circulated 
statement to shareholders of the Midland Bank is more 
restrained. _To find approval here it is necessary to look 
closely ; the new measures may “ deflect some of the less 
urgent demands upon the nation’s. productive capacity ” 
and “there is sound reasoning in the attempt to bring 
about the removal of the inflationary element of 
demand.” 


To the second question—how far the new policy may 
need to go—none of the bankers attempts a definite 
answer, Nor, indeed, was it likely that they would do so, 
given the present uncertainty about the degree of 
toughness with which the Government will frame its 
non-monetary measures, and especially its retrenchment 
in public expenditure. All the bankers emphasise the 
need for firm cutting here, and several of them— 
notably Lord Selborne, as well as Sir Thomas Barlow of 
the District Bank—make the point more specifically, by 
observing that it would be wrong to have a “ system of 
tight credit and high rates for industry and laxity in 
expenditure and cheap money for public undertakings.” 
On the other aspect of the same question—how far the 
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policy ought to go—there are some notable differences 
of emphasis, No intelligent person ought to suppose 
that there is any intention of pursuing drastic deflation 
leading to mass unemployment ; but in view of the 
widespread misunde among the public about 
the nature of orthodox monetary discipline, it is natural 
that all the bankers should now be at pains to explain 
that the purpose is, in effect, simply to cure the mal- 
distribution of resources and loss of efficiency that have 


resulted from overfull employment. Upon the general 
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AND INTEGRITY 


I} Friendly contact with each customer 
ie is synonymous with the banking house 
of Glyn, Mills & Co. No matter 
whether it is a private customer or a 
large concern, this bank still preserves 
the personal touch. It also provides 
a completely modern banking service, 
one that has earned a reputation for 
strength and integrity throughout the 


world. 
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INDUSTRIAL AND COMMERCIAL ‘ 


I.C. F.C, 


FINANCE CORPORATION~LTD. 


_ Established by ‘the Joint-Stock Banks in 1945 to provide 
finance by means of loans or the subscription of loan or 
shate capital or otherwise for industrial and commercial 
enterprises in Great Britain particularly in cases- where 
the existing facilities provided by banking institutions and 
the Stock Exchanges are not readily or easily available. 

DIRECTORS : 
Chairman: ‘Tue Ricur Hon. Lorp Preacy, C.B.E. 


THe Ricur Hon. Lory Bracxrorp, D.S.O. 
Wriuram Henry Frazer, W.S. 
Lr.-Cor. Lorp Dupiey Giapstons Gorpon, D.S.O. 


Tue Ricur Hon. THe Eaart or Liwericx, 
K.C.B., D.S.O. 


Recmnatp Hucu Roserts 
Cotin MARSHALL Sener, F.C.A. 
Sir Horace Joun Wiison, G.C.B., G.C.M.G. 


SUBSCRIBERS : 
Tue ENGusH AND ScottrisH Banks 


Enquiries should be addressed to: ; 
The General Manager 7, Drapers’ Gardens, London, E.C.2. 














The busy streets of any Australian city show a cross-section of 
Australign people who are engaged in a large variety of occupa- 
tions and equally as varied and numerous are their requirements 
as consumers—a situation weighted with possibilities for 
British business houses . . . But a sound principle when framing 
any Australian marketing scheme is to planning by 
consultation with the Commonwealth Bank of Australia. For the 
Commonwealth Bank knows Australia. Its intricate network 
of branches throughout Australia provides a large source of 
information on any question of Australian life or industry. 
Its Financial Information Service is at the disposal of all 
British business houses. 





COMMONWEALTH BANK OF AUSTRALIA 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA 
8 Old Jewry, London, E.C.2. And at Australia House, Strand, W.C.2. 
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KRREDITKASSEN 


Christiania Bank og Kreditkasse 
Established 1848 


Every banking facility 
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SIEEL PRODUCTION 


Search out every ton of scrap in your works 
and turn it in. Old plant, redundant buildings, 
machines and spares—it’s all wanted back in the 
steelworks to keep up steel production. Round it 
up and put it in the hands of your local scrap 
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An Account of Stewardship 


Ae tho end of 1951 000 DBASE 
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Lioyds Bank Limited 
11 Lombard Street 
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merchant. It will go to 
make the new steel that 
you and every other steel 
user need so urgently. 
| Scrap merchants are 
. glad to help with dis- 
mantling and collection. 
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WHEREVER YOUR 


NEW STEEL comes 


from, please return your 
scrap to merchants in your 


’ gown locality. That will 


save unmecessary trans- 
port, and time, before the 
old scrap is turned into 
the new steel all steel 
users want, 
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proposition the bankers are of course in full agreement ; 
but the differing weight with which the point is made 
shows very clearly that some of them believe a consider- 
able toughness will have to be shown by the Government 
before economic stability is restored, whereas others 
would favour a more timid approach. 


In discussing issues of this kind in the context of 
monetary policy, the bankers are obviously troubled by 
conflicting considerations. They are concerned to 
demonstrate, quite rightly, that a move towards 
techniques that have not been seen for twenty years, or 
at least since the outbreak of war, does not open up a 
terrifying vista of business depression and social distress. 
They are equally concerned to play their part fully and 
loyally in the new policy, which means that. they must 
reiterate the warning, given int concert two months ago, 
that all demands for advances will be rigorously 
scrutinised, that credit will become steadily scarcer and 
more expensive, and that the process of restraint will 
cause pain to many. Thirdly, they are all most anxious 
to apologise beforehand to their customers for the affronts 
that are to come, and to explain that although “ credit- 
worthy” applicants may be shown the door (most 
politely, of course) in the months ahead, the banks will 
be most happy to welcome them in more propitious 
times. Such is the length to which forgetfulness about 
first principles of orthodoxy has gone ; in former times 
the only test of credit-worthiness was ability to command 
credit. If a banker could not “afford” to lend to a 
particular customer because the proposition, however 
“‘ worthy,” was less attractive than the marginal one that 
just secured assent, there was no more to be said. 


* 


On the way in which the new weapons will work, the 
most important comments relate to the liquidity weapon 
and the effect of the funding operation. As the first 
table- shows, the average ratio of the banks’ cash, 
call money and bills to their deposits was 33.2 per cent 
at end-December, or slightly higher than that for 
November, in contrast with 39 per cent just before the 
new policy was launched. Although the ratio thus still 
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* Ratios of assets to gross deposits; liquid assets comprise cash, call money and bills, 


stands a little above the level generally regarded as the 
conventional working basis in former times, several of 
the banks‘ make it plain that the reduction is already 
exerting a strong influence on their lending policies. The 
Midland Bank, while drawing attention to factors that 
might tend to improve the ratio during the course of 
this year, remarks that the “ scope for enlargement ‘of 


advances has been abruptly narrowed” and considers 
that the banks may have to restrain further advances 
“severely.” Lord Aldenham, similarly, speaks of the 
funding issue as having brought about a “ severe curtail- 
ment ” of the banks’ capacity to make additional loans. 
Other bankers put the point less strongly, but the general 


_impression given is that liquidity has now become a real 


factor in day-to-day calculations. 


* 


The one surprising aspect of the statements is that, 
despite their differences in emphasis in approving the 
policy, none of them makes any criticism o its applica- 
tion in detail, Several of the banks draw attention to the 
difficulty of their task in imposing the requisite degree 
of restraint, but they say nothing about the evident 
conflict that must arise between a policy that applies 
orthodox pressures and “ directives” simultaneously. 
The only point made in this context is that, if priority 
has to be given to “ essential” borrowers, the restraint 
upon “ non-essential” borrowers will have to be even 
greater than orthodox pressure would alone have required 
—which means, of course, that some who secure credit 
will be less “ worthy ” in the strict banking sense than 
some who are refused. It might have been expected 
that at least the more enthusiastic supporters of the move 
towards orthodoxy would have voiced a little surprise 
that the Chancellor should have resorted to directives to 
the Capital Issues Committee and the banks long before 
the new measures had been given a chance to show 
their worth—and ‘should have decided, moreover, to 
impose an even more bureaucratic control than any 
operated by Labour Chancellors. Remarkably, too, none 
of the banks considers the question of the relationship of 
charges for advances to bank rate and money rates ; nor 
is there any discussion of the relative importance of the 
interest-rate weapon and the liquidity weapon in restrain- 
ing advances. These omissions suggest that the bankers 
are re-learning the mechanics of orthodoxy much more 
quickly than they are re-learning the principles. 


There is, however, one highly important exposition 
of principle and one that is plainly in line with criticisms 
of this kind. It comes from Lord Balfour, who makes 
very clear the vital distinction between physical controls 
and monetary restraints. 


When the curb on spending comes from the fact that each 
of us, individually, is forced to economise, the decisions are 
“taken by the person who in each case is most closely 
affected and has most knowledge of the relevant facts, 
including his own circumstances and preferences. The 
classification of objects of expenditure into “ essentials” and 
“ inessentials ” may be convenient administratively but it is 
none the less purely arbitrary ; beyond a certain point these 
are question-begging terms. 
This decentralisation of economic judgments, Lord 
Balfour concludes, makes a properly working monetary 
system “ infinitely more efficient and even more demo- 
cratic than rationing and controls.” Hardly anyone 
would now contend that the instruments and automatic 
regulators of a free economy should—or could—be 
allowed to work entirely without other aids. But Lord 
Balfour hits his target dead-centre when he remarks that 
“we seem to have the rule and remember only 
the exceptions.” The Chancellor and the many City 
institutions who have ‘a part to play in carrying out his 
policies would do well to ensure that the rule comes first. 
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Business Notes 


The Metals Deal 


So much information about the metals deal in Washing- 
ton had already become available that the detailed com- 
muniqué issued at the end of last week had little to add 
except the precise quantities concerned. Britain is to receive 
800,000 long tons of steel and 200,000 long tons of pig iron 
and scrap from America during 1952, at current American 
prices. America is to borrow (not to buy, as was suggested 
in The Economist last week) 15,000 metric tons of aluminium 
out of the supplies guaranteed to Britain under its long-term 
contract with the Aluminium Company of Canada ; this will 
be delivered during the last three-quarters of 1952, and is 
to be replaced before the end of June, 1953. America is to 
receive from the British Government 20,000 long tons of 
tin by the end of 19§2, at $1.18 a lb f.0.b. Penang, Singapore, 
London or Liverpool, subject to certain conditions concerning 
the price. The official agreement on steel supplies allows 
for an additional 750,000 long tons of iron ore, “ to be made 
available by the United States steel industry to the United 
Kingdom.” 


In terms of steel, the agreement is highly satisfactory to 
Britain, though no more should be read into it than appears. 
The Americans accepted British requirements as 1,250,000 
tons, and are to supply a million tons in metal. The 750,000 
tons of ore “to be made available,” presumably Swedish 
and African, would have an iron content of perhaps §§ per 
cent, compared with an iron content of possibly under 25 per 
cent in the leanest British ores that the blast furnaces might 
otherwise have to use. After allowing for a further minor 
adjustment for other advantages in blast-furnace operation, 
this quantity of foreign ore would therefore yield an addi- 
tional 250,000 tons of “iron content” to cover Britain’s 
whole needs. But the promise “to make available” may 
simply mean that American buyers will stand aside in the 
Swedish and African markets and reduce their bids by this 
amount ; it cannot automatically be assumed that British 
buyers will be able to secure all that the Americans are willing 
to relinquish, In Sweden, for example, Britain has already 
had to make a firm promise to supply three times as much 
British coal as last year in return for the same amount of 
Swedish ore ; if similar conditions were attached to this 
additional potential tonnage of ore, they might not be easy 
to fulfil. The American steel (which includes the 100,000 
tons already allotted to Britain in the first quarter of 1952 
under the original steel-aluminium deal in November) will 
arrive mainly in the second half of the year. Its contribution 
towards easing the steel shortage, as was expected, will there- 
fore not really be felt until the third period of steel allocation. 
A “ wild estimate ” of the price was reported as $125 million ; 
the steel will be mainly high-priced ingots or sheet. 


* 


If Britain receives the quantity of aluminium contracted 
for, there should be no great difficulty in lending this extra 
15,000 metric tons to America until 1953, when it is due 
to receive back also the 10,000 tons it lent in November. 
The Aluminium Company of Canada is expected to supply 
Britain with 250,000. tons this year, under the agreement that 
guarantees Britain a million tons during the next four years’; 
should deliveries fall below the contract, as happened last 
year, Britain may reduce the quantity of its loan to America. 
American reluctance last year to conclude a similar long-term 
agreement with Alcan—on the grounds that its own pro- 
ducers will be supplying ample quantities of aluminium from 
1953 onwards—has thus provided a useful bargaining counter 
in securing Britain the steel it needs. _. 





labour would be almost j 


Optimism in the Tin Market 


The tin market has been im a bullish mood since the 
announcement of the Anglo-American deal and prices have 
moved steadily upward to reach {979 a ton. This optimistic 
tone springs partly from the plain fact that most of the 
20,000 long tons that this country will sell to the United 
States will have to be bought in the market) and will be 
additional to British needs. But, more important, the dea! is 
seen as a “face saver” to cover the ending of the American 
boycott. ; 

In terms of profit and loss, the deal is not the best of 
bargains for this country ; that, no doubt, is part of the price 
for a million tons of steel. By agreeing to sell tin to the 
American Government at 1 dollar 18 cents a Ib (£944 a ton) 
the United Kingdom faces a loss at current prices on 
every ton that it buys for the Americans. And if tin follows 
the upward drift of commodity prices, the loss may mount 
in future months. But there are two clauses in the agreement 
that do something to safeguard the British position. In the 
first place, if the United States pays a higher price for tin 
from any other country, it will have to offer the same terms 
to the United Kingdom. Thus it will not be possible for 
the Americans to pay more for Bolivian tin on the grounds 
that Bolivian costs of production are higher. Secondly, if 
the United States buys tin independently at less than 1 dollar 
18 cents and Britain is making a loss in buying for the 
United States at 1 dollar 18 cents, the difference will be 
refunded to this country to offset the loss. 


In some quarters it has been asked why, if America needs 
the tin, it could not buy for itself in the open market. The 
British Government is therefore being accused of sacrificing 
the principle of a free tin market, so dear to the Malayan pro- 
ducer, in agreeing to sell at a fixed price. Facts so far avail- 
able do not lend much support to this view. On the contrary, 
it seems likely that the agreement covers a complete volie 
face in American policy. Only a few weeks ago, when Mr 
Symington was still head of the Reconstruction Finance Cor- 
poration, the American administration still professed to be 
carrying on a price crusade to force tin to £896 per ton. 
Now it seems that shortage has forced these pious hopes to 
be abandoned. In Washington last week, Mr Fleischmann, 
the Defence Production Administrator, announced the 
American Government's intention to resume the buying of 
tin in Indonesia and Bolivia. The 20,000 tons that Britain 
is to supply this year will, in fact, be about sufficient to 
tide the Americans over only on the assumption that normal 
buying is resumed from all other sources. This implies the 
need for some action to give meaning to the rather vague 
statement that “ both Governments agreed that it would be 
desirable if more normal arrangements for the conduct of the 
tin trade could be established as soon as possible.” 


* * * 


Persuasion for Labour ? 


Shortly after Parliament re-assembles next week, Sir 
Walter Monckton, the Minister of Labour, is expected to 
announce “new measures” to influence the movement of 


. labour towards defence production and other essential in- 


dustries, and this week these measures were approved by the 
National Joint Advisory Council for Industry. The Minister 
does not appear likely to go beyond those measures that have 
been discussed for months—making it ry for em- 
ployers to notify vacancies and labour only through 


employment exc and encouraging more rapid training 
of new or stay oc - 


It is easy to understand that any more onerous control over 
for any government to 
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impose today ; direction is not justified and would not work 
efficiently. But*unless the Minister has managed to redesign 
the control of engagements in some way that will ‘transform 
its efficiency, the measures so far hinted at seem unlikely to 
help much. The efficacy of such measures depends upon the 
model worker who always takes the advice of the clerk at the 
Labour Exchange in finding himself a job ; unfortunately or 
fortunately, British citizens tend to depart from that passive 
model. The Government would do better to rely upon a 
really disinflationary policy in squeezing workers out of the 
less essential industries ; with well-paid jobs in defence pro- 
duction and other essential industry awaiting them, these 
workers may prove less immobile than they have appeared in 
recent years. 
* * * 


Foreign Exchange Activity 


A further extension of the field of freedom in which the 
London foreign exchange market can operate was conceded 
this week when the British authorised banks were given per- 
mission to undertake exchange operations in Belgian francs 
with banks in the Belgian monetary area. Previously freedom 
to deal in Belgian francs in London was restricted to opera- 
tions between banks in this country. Since it was impossible 
to arbitrage direct with Brussels and since the Belgian franc 
was in continuous demand in London, an appreciable diverg- 
ence persisted between the Belgian franc rate as quoted in 
London and the sterling rate as quoted in Brussels. From 
this week, however, authorised dealers have been allowed to 
carry out bilateral arbitrage with Brussels and the two rates 
have come into equilibrium. e concession applies to spot 
and forward transactions. The opening of free arbitrage 
facilities between London and Brussels was. immediately 
followed by a depreciation of the Belgian franc in London. 
It had previously been held at the Bank of England’s official 
selling rate of 139 francs to the £. The rate has moved 
to 139g—1404. As a result of the arbitrage facilities a 


more active market and a narrower range of dealing prices 
have obtained. 


The other main event of the foreign exchange market 
during the past week has been the persistent strength of the 
Canadian dollar. As a result of continuing commercial pur- 
chases and of bidding in the New York market, the Canadian 
rate caught up with the United States dollar last Tuesday. It 
has since risen to a premium of 4 to 1 per cent. Reports from 
New York and Montreal suggest that one of the factors in the 
appreciation of the Canadian dollar has been switching on 
British account. British participation in the development of 
oil resources in Canada is being financed in part by liquida- 
tion of United States investment holdings. There is no 
doubt, however, that the fundamental factor in the situation 
is the continuing inflow of American capital into Canada. 


* * * 


Exchange Leakages 


The rate for transferable sterling in New York has 
weakened appreciably during the past month. The hearten- 
ing effect of the reopening of the London foreign exchange 
market has been more than offset by the revelation of the 
gold and dollar losses during the last quarter of 1951. At 
$2.39-40—as against $2.45-46 at the beginning of the year— 
the rate has fallen to a level at which commodity “ shunting ” 
based on dealings in cheap sterling has again become attrac- 
tive. A new drive against such leakages is under way. It 
began this week with a Treasury announcement that warn- 
ing had been given to the London fur market that infringe- 
ments of customs regulations relating to the export of furs 
would im future be punished. Extensive purchases of furs 
have apparently been made in London by American and 
other buyers with sterling obtained in overseas free markets. 


In order to qualify for payment in transferable sterling the _ 
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- goods in question have ostensibly been exported to the trans- 


ferable account countries in question, but have then been 
relabelled in transit and sent on to their real destination, the 


United States. When the discount on transferable and other . 


forms of free sterling is sufficient to cover the additional 
freight, handling and trans-shipment charges involved, shunt- 
ing of this kind will be found extremely difficult to stamp 
out..' At the present discount of about 143 per cent the 
margin is not sufficient to encourage a considerable volume 
of such business except in articles such as furs and diamonds, 
where the ratio of value to bulk is ligh. It should not be 
assumed therefore that the cémmodity shunting and exchange 
juggling that now obtains is in any way comparable with what 
was occurring prior to the devaluation of sterling in 1949. 


* * * 


The Prudential Plan 


It is not to be expected that Prudential “A” share- 
holders will give unreserved support to the proposed changes 
in the company’s articles. No doubt, sufficient of them will 
accept the view that a simplification of the present highly 
complicated articles that determine the shares of the surplus 
that go respectively to policyholders and shareholders and a 
somewhat greater participation by policyholders than has 
hitherto been afforded are both desirable, politic steps. The 
existing provisions would give“ about 873 per cent of the 
industrial profits to policyholders for 1951, leaving 124 per 
cent for “ A ” shareholders. It is proposed to raise the policy- 
holders’ share to a minimum of 90 per cent with the eventual 
though not immediate prospect of something more. The 
corollary for “ A” shareholders is that they must accept a 
corresponding reduction in the share of the industrial branch 
profits to which they have hitherto been entitled. 

Their equity in the fund has recently been impeded by 
dividend limitation. The results for 1950 would have justified 
a dividend of about 23s. net, whereas 17s. tax free was paid. 
There have since been two payments of 3s. 6d. and 2s. 6d. 
tax free from the special dividend reserve fund that was 
set up in 1949 to coniorm with the dividend limitation 
policy. The scheme now put forward holds out the expecta- 
tion of a net dividend fh se 6d. from the 1951 profits, 
coupled with a “ small transfer” to a new dividend reserve. 
The directors also intend to distribute the entire balance of 
the special dividend reserve fund, equivalent to 9s. 11.37d. 


per “ A’”’ share. But the evident consequence of the proposals . 


for “A” shareholders will be a sacrifice of an appreciable 
part of the equity in the expanding profits of the industrial 
branch. Under the new arrangements, Prudential “A” 
would become a long-term growth equity, rather than an 
immediate participant ih expansion. But no other terms 
appear to be possible if the main object. of the exercise is to 
succeed—that ‘is, to give the industrial branch policyholders 
a contractual right to a minimum of 90 per cent of the profits 
of the fund. It is a step in line with the traditions of the 
Prudential, as the directors are entitled to claim. Alone 
among the industrial-cum-ordinary life offices, the Prudential 
accords contractual (as distinct from ex gratia) participating 
rights to industrial branch policyholders, and these rights 
were first granted as long ago as 1907. Given the left-wing 
attacks on the industrial offices, the wisdom of the latest 
move can hardly be questioned. But it can scarcely be 
expected that all recent purchasers of Prudential “ A” shares 
wiil greet, it with joyous enthusiasm. 


eo: * * 


Brazil and Foreign Capital 


The Brazilian Traction, Light and Power Company, 
which has over $700 million invested in Brazil and is by far 
the biggest foreign company operating there, has rallied to 
the support of the Vargas Government in the dispute about 
its new exchange regulations governing financial remittances 
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from Brazil. In a statement issued last week, Mr Henry 
Borden, president of the company, announced that he had 
no reason to. believe that the recent 
would “ result to the detriment of this company or its security 
holders;” in particular, he dissociated himself entirely from 


the recent recommendation by the United States Council of: 


the International Chamber of Commerce that financial 
assistance to Brazil should be halted “ until whatever restric- 
tive policies involved in the new exchange regulations are 
corrected,” 


If the decree announced by President Vargas in his virulent . 


New Year message is enforced, it is difficult to see how foreign 
companies in Brazil can escape without very serious losses 
indeed. As long ago as March, 1946, the Brazilians decreed 
that foreign capital “registered” with the local Exchange 
Control should net be repatriated at a rate greater than 20 
‘ per cent per annum and that transfers of interest and divi- 
dends should not be greater than 8 per cent per annum of 
that capital. The terms of this decree were stated to be 
subject to amendment by administrative action of the Bank 
of Brazil at any time, and by the end of 1946 they had in 
fact been “temporarily suspended.” .. Even before this sus- 
pénsion, however, the bank seems to have been liberal in its 
interpretation of what were capital remittances and of what 
was “ registered capital ”’—so that there has nat been any very 
effective “barrier against companies remitting what they 
wanted to, although there have been delays when the bank 
has temporarily run short of sterling or other currencies. 
This wise liberality was largely prompted by the fact that 
Brazil was expanding rapidly with the aid of funds from the 
World Bank and the Export-Import Bank, as well as from 
private American investors. When the nationalist Vargas 
Government came into power last year there was some 
apprehension that it might reverse this attitude towards 
foreign investment. In fact, however, the Finance 
Minister, Sefior Horacio Lafer, has been following a com- 
paratively orthodox internal economic policy and has been 
angling for bigger and better American loans. He hopes to 
secure up to $500 million of American or World Bank invest- 
ment in his new development’ programme, and in these 
circumstances seemed unlikely—up to three weeks ago—to 
make predatory gestures towards those foreign investors who 
already had a stake in the country. 


President Vargas’s statement on January 4th therefore 
came as an unpleasant shock. Spurred by nationalists in his 
own party—many of whom are hostile to Sefior Lafer—he 
announced that 950 million cruzeiros had been “ illegally 
remitted” by foreign companies in the past three years and 
that the 1946 decree was henceforth to be strictly adhered 
to. He also decreed that “registered capital” meant capital 
effectively brought in from abroad (i.e., it was not to include 
profits earned and ploughed back in Brazil), and that all profit 
remittances in excess of 8 per cent of this capital since 1946 
should be deducted from the “ registered capital ” on which 
future permitted remittance percentages will be based. This 
arithmetic would saddle some foreign companies with a 
negative registered capital, and for these “the privilege of 
repatriation is declared extinct.” Immediately after his 
President had launched this bombshell, Senor Lafer sadly set 
up a commission that “ will study in an appropriate manner 
any suggestions with regard to special cases ” and will “ deal 
with the whole problem on an over-all basis ”—-whatever that 
means. Unfortunately, this may be a difficult time of the year 
for the forces of moderation to gain the upper-hand. Brazil 
always tends to have a winter sterling exchange crisis, which 
mounts to its peak just before the cotton crop is marketed in 
April. This year the crisis was put back by the fact that the 
British Raw Cotton Commission seems to have obligingly 
bought at the top of the market last spring and by fairly 
heavy British purchases of coffee (partly for re-export). But 
since November 6th the Bank of Brazil has not released any 
sterling, and the old problem of sterling arrears may be raising 


its ugly head again. 
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Gas Turbine Tanker 


The tanker Auris, the first and still the only. merchan: 
ship with a gas turbine engine, gave a demonstration otf 
Southampton this week. The Auris has just completed he: 
first round trip to. Curacao running on the 1,200 bhp ga; 
turbine and three 1,100 bhp diesel engines in place of he: 
usual complement of four diesei'; she is now leaving for . 
second Atlantic crossing using the gas turbine alone. Th: 
Auris is owned by the Anglo-Saxon Petroleum company and 
operated as a normal tanker, but she is also a floating 
test-bed for the Shell Petroleum Company’s extensive pro- 
gramme of gas turbine research. Here is the perfect coinc:- 
dence of interests—experiment in a new form of marin: 
motive power, which the Shell group uses in prodigious 
quantity, coupled with a close study of the fuel requiremen:; 
of gas turbines, largely oil products which Shell sells in 
prodigious quantity. But equally the gas turbine engine 
may have certain attractions for any owner of a larg: 
fleet, particularly of medium sized vessels like tankers 
A gas turbine is smaller, lighter, and less complex 
than a diesel unit of equal power. Its maintenance costs 
and its first cost can confidently be expected to be lower 
although its fuel costs are higher. These conclusions can 
be deduced from a theoretical knowledge of gas turbine 
technology ; what has been lacking, and what the Aur; 
trials should provide, are data on reliability—so necessary in 
a marine engine—and the effect on its components of « 
continued feed of salt air. Air for the Auris is de-salted 
Such data must be collected before gas turbines can mov: 
beyond the purely experimental stage and to obtain ther 
Shell encouraged the turbine builders, British Thomson- 
Houston, to complete and instal the engine without much 
modification to the original design, even though, in the ligh: 
of current knowledge, it has certain deficiencies. 

It is not possible at this stage to draw any conclusions 
from the Auris experiment about the economics of the gas 
turbine at sea. Nevertheless, the first 2,000 hours of opera- 
tion have justified a number of earlier calculations. For 
example, it needs about three-quarters of a gallon of oil pe: 
day, at 5s. 6d. a gallon, to lubricate the four bearings o! 
the gas turbine, against 30 to 40 gallons of lubricant a da; 
(at §s. a gallon) on each diesel engine. Fuel consumption on 
the gas turbine has averaged 0.75 pounds per bhp-hou: 
—about the same as that of a steam turbine, and consider- 
ably higher than that of the diesel. Both the diesel and the 
gas turbine are already running on the cheapest distillate. 
boiler fuel, which is purified te a process developed b; 
Shell a few years ago. If the gas turbine fuel bill is to be 
reduced, it will have to operate on a still cheaper, non- 
distillate oil. This makes the question of life between over 
hauls of great importance. Heavy residual oils are bound to 
leave deposits on the turbine blades which will need fair! 
frequent removal. If each cleaning were to involve immo- 
bilising the ship in dock the general use of gas turbines 
sea might be impracticable. There is, however, anothe: 
possibility. A gas turbine is a small unit with few components 
and no reciprocating parts. It would not be difficult to stan- 
dardise the components or even the complete engines used 
by a fleet. The parts due for overhaul could then be taken 
out, and a fresh component or engine fitted, without the need 
to take the ship out of commission—much as the diese! 
enginés in American diesel-electric locomotives are slipped 
in and out. 

ae * * 
Looking Ahead in Coal © : 

How much coal is Britain likely to produce in 1956 ? 

British experts refuse to guess. But a jal coal committee 


of OEEC, in a report recently made public, has been more 
tash: since st te the- n rage orp Brie coal pro- 
ducing countries of Western Europe to refuse a forecast of 
production in five years’ time, the committee made an 
estimate—or rather two— itself. On the basis of the National 
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One of the best ways to buy National 
Savings Certificates is through a Bank. It 
is extremely easy and there is no extra 
charge at all. Your Bank Manager will 
buy and if you wish, hold them for you. 
Everything done with traditional Bank 
efficiency, and you will be making an 
excellent and absolutely safe investment. 
All Savings Certificates, of whatever Issue, 
earn good rates of interest; the present 
15/+ ones become 20/3 if held for the full 
10-year period, and the interest is Income- 
Tax-free. This is equivalent to 3% per 
annum and -if you are paying tax at the 
standard rate of 9/6 in the £ it is equal to 
a taxable investment yielding £5 16s. Od. 
per cent. gross. If you are paying more 
than 9/6 it is an even more attractive 
investment. : 
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Room for business growth 
in Canada 


To expansion-minded business men Canada 
presents new frontiers—a vast new field of 
enterprise. Its natural resources have not yet 
been fully developed—its markets are great, 
but still growing. 


As the banking connection for numerous 
British concerns doing business in Canada, 
we are conversant with the trade situations 
that may be of interest to you, " 





We invite your enquiries. 


The Canadian Bank 


of Commerce 


2 Lombard Street, 
London, E.C.3 
Head Office: Toronto, Canada 
Over 600 Branches across Canada 
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The apple 


It happened when. he reached out too 
far for a large apple and came down 
from the tree with an almighty crash ! 
He couldn’t walk again for months, but 
the accident taught him something. Ly- 
ing in bed while his business expenses 
mounted, he learned the true value of his 
*General’ Personal Accident Policy. 





Peace of mind costs very little 


It’s worth while finding out more about 
this and other benefits of the ‘Genera! ‘ 
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Coal Board’s long-term plan, it put British production in 
1956 at, perhaps, 224 million tons—218 million tons from 
the mines and 6 million opencast, From an examination 
of current output and trends, they estimated that total coal 
output ,in 1956 might conceivably reach 234 million tons. 
This s¢cond ¢stimate drew the comment from the British 
delegate that if the decline in mining manpower continued, 
actual production in 1956 might be, say, 10 million tons 
lower—which would suggest that the first estimate of 224 
million tons of coal from all sources would be more accept- 
able in the Coal Board and the Ministry of Fuel and Power. 
The British delegation, which declined to make an estimate 
for 1956 
because of the uncertainties of the forward position and 
because the level of production, consumption and exports 
may to an important extent depend upon questions of policy 
that have not yet been considered, still less decided, by His 
Majesty’s Government, 
did, however, put forward an estimate of output in 1952— 
which is more than has’ been done inside Britain. Output 
this year, it ventured, might reach a total of 223.5 million 
tons (or 227 million metric tons)—213.§ million tons from 
the mines and 10 million tons opencast. This may seem 
modest ; but 5 million tons of last year’s 7 million tons 
increase came from Saturday working, from which no further 
increase in tonnage can be expected. 


The OEEC estimates were prepared as part of a study 
of how much fuel Western Europe will need during the next 
five years if it achieves the 25 per cent increase in the gross 
national product of its countries envisaged by the OEEC 
Council last December. Detailed estimates of consumption 
by countries for the whole period have not been published ; 
. but the report concludes that by 1956, if that increase 
in gross national product should be achieved, the OEEC 
countries would need 540-550 million tons of coal (com- 
pared with 486 million tons in 1951) and would have 
availablé 515 million tons (against 451 million tons in 1951). 
This means that the 35 million ton gap between demand and 
supply may still remain. Last year it was filled by about 
25 million tons of American coal and 10 million tons of 
Polish coal; and in five years’ time, the committee estimates, 
possible impérts from outside the United States may be 
roughly the same. This means that on the lowest estimate 
Western Europe may still be buying 15 million tons of 
American coal a year in five years’ time. This deficiency, 
and the smallness of the increases that the OEEC Secretariat 
was able to forecast for production in Britain, compared with 
other producing nations, re-emphasises the heavy cost to 
Europe of the drop in British exports, and the need to hasten 
those advances in production that are now promised only for 
tantalisingly distant years. 


*& aw * 


Changes in Fares 


The Transport Tribunal has issued a summary of its 
principal conclusions on the draft Charges Scheme sub- 
mitted by the British Transport Commission in April last 
year. The conclusions cannot take legal effect until they 
have been embodied in a revised scheme which will need 
formal confirmation by the Tribunal but, for the benefit of 
the public and the Commission, the Transport Tribunal has 
taken the convenient course of making its decision known as 
quickly as possible. 

For ordinary railway fares the Tribunal concludes that 
third-class single fares should not exceed 13d. a mile for 
‘- kets issued up to the end of this year and 2d. a mile there- 
atter, with return fares double the single fare. The London 
Transport railways, London and Tilbury-Southend line and 
the London Transport road services (other than Green Line 
coaches) are to be governed by a scale which starts at 2d. 
for one mile, 3d. for two miles, §d. for three miles, 6d. for 
four miles, 8d. for five miles, 9d. for six miles, and so on. 
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Two important points are involved in these decisions. First 
the return railway fares at the new rate will be identical with 
the present monthly return rates, as the latter were increased 
at the beginning of this year. By reducing the standard {1,2 
basis from 2.44d. per mile to 1.75§d. per mile (with provision 
for a subsequent increase to 2d. next year) the Tribunal »;j| 
leave no discretion in the hands of the Commission ab.)yr 
return fares, and the monthly and period return fares wi!! in 
future presumably be identical. Further, the single fare wi! 
cest, up to the end of this year, 284 per cent less than the 
present standard and from next year 18 per cent less. [he 
decision of the Tribunal to make a two-stage alteration in the 
standard fare basis gives the Commission something of the 
flexibility in charging powers-that it sought from the Tribunal, 
though not, it is fairly safe to say, in a form that it would have 
chosen for itself. The second point is that the Tribunal has 
not accepted the proposal in the draft scheme for a 34d. fare 
for a two-mile stage on London Transport services. The total 
effect of these conclusions of the Tribunal on the expected 
return of {£21 million under the draft scheme has not been 
disclosed. 


* * x 


The Gas Boards’ Coal 


An understandable public delight in any squabble 
between nationalised industries sometimes tends to obscure 
what the industries are really arguing about ; to some extent 
this has been-true of the complaints about increased coal 
prices-that the chairmen of certain Area Gas Boards have 
been airing in the past week. Undue emphasig# seems to have 
been placed upon the sad necessity of passing on price 
increases to the final consumer of gas, who as an efficient 
user of fuel, it is argued, deserves encouragement. This 
argument cannot be accepted. The consumer eventually has 
the whole of the increase in coal prices passed on to him— 
in coal itself, in gas, electricity, travel and virtually every- 
thing he buys. To the extent that the use of gas is an 
efficient way of using coal, the consumer will continue to 
benefit by buying gas. 


A new system of pricing grades of industrial and carboni- 
sation coals was brought in at the same time as the general 
increase. This has created the real point at issue. Industrial 
coals outside the carbonisation grades are priced on the basis 
of their thermal value, with allowance for their ash content ; 
carbonisation coals are priced on the basis of thermal value 
and coking qualities, with a rather greater allowance for ash 
content. Both formulas, however, are further adjusted in 
accordance with what the Coal Board calls “commercial 
considerations ”: these include size, the profitability of the 
pit from which they are raised and, to some extent, the 
existing pattern of prices. The gas industry is aware of the 
weighting that the Coal Board gives to the physical properties 


— in its basic price formule, though it does not accept them 


as equitable: but it does not know the weight given to the 
various “commercial considerations ” that the Coal Board 
has in mind when it arrives at the price of each type of 
coal it buys. Since the gas industry’s carbonisation equip- 
ment is designed to suit the particular coals it uses, the 
gas boards therefore feel that their own duty of weighing 
all relevant technical and economic considerations in its 
operations cannot adequately be performed. Nor can it satis- 
factorily check, by scientific tests, whether the coal it receives 
is worth the price paid, without knowledge of the price 
adjustments that.take place between the technical formula 
and “commercial considerations ”, 


The Coal Board is prepared to lay down, in broad terms, 
a technical specification of the coals it undertakes to supply 
in various price grades, which allows consumers to keep 
a partial check. But it is not prepared to furnish a deta led 
“ make-up” for the price of each . On this point. tt 
unrepentantly asks, “ What other industry does?” 115 
may be true. But it is also true that few industries are 10 
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its position of being a monopoly eupplier of raw material to 
its two largest customers, gas and electricity, and at the 
same time competing with them... Inevitably the gas industry 
suspects discrimination, and the Coal Board denies it. Both 
nationalised industries have some weight behind their argu- 
ments: so the case—which presents yet another aspect of 
fuel co-ordination—may ascend to join those already on Lord 
Leathers’s agenda. 


* * * 


Lancashire takes the Strain 


The output of cotton yarn in 1951 is provisionally 
estimated as 1,076.6 million pounds. Last year’s output was 
24.§ million pounds more than the total for 1950—an increase 
over the year of two per cent. Between 1949 and 1950 the 
output of yarn rose by 6 per cent, but that large improvement 
was almost entirely due to the high rate of recruitment, and 
it would have been unreasonable to expect a similar rate 
of expansion during 1951. For most of last year the weekly 
output of yarn regularly exceeded that for the corresponding 
week of 1950 by 500,000 to 1 million pounds. The dis- 
appointingly small margin at the end of the year is largely 
explained by the wholesale closing of the mills during Christ- 
mas and the following week ; in the first week of January, 
fourteen were still shut. By December 15th, when 50 weeks 
of the year had already gone, yarn production had reached 
a total of 1,047.62 million pounds, approximately three per 
cent higher than in the same period of 1950. 


The recession in textile sales that led to the general shut- 
down over Christmas shows no signs of coming to an end, 
although there are more.inquiries about than there have been 
for some weeks. The fact remains that the continuing 
stagnation is still being taken remarkably calmly by the in- 
dustry. There are a few “weak sellers,” but the great 
majority of companies are in a strong enough position to 
weather a set-back of this kind. Indeed, they appear to be 
going to the opposite extreme and disdaining to make any of 
the usual concessions, such as price reductions, that might be 
expected to stimulate the market’s interest. One reason for 


their confidence is that the recession is not universal. It | 


affects dress fabrics and household textiles only, and has not 
touched the industrial market that for some years has been 
taking a steadily increasing proportion of Lancashire’s output. 
Che second reason is that about one-fifth of the output of the 
industry is made up of imported grey cloth finished in this 
country. These imports last year amounted to 341 million 
square yards. This can be taken as evidence that the 
output of the spinning and weaving mills is still not large 
enough to meet the demands of the market for British cotton ; 
but it also suggests that the best way to meet a recession is 
‘o cut grey cloth imports. Nevertheless, in the past six 
veeks, the spinning sections have lost 556 wholetime and 
1.720 part-time workers to other industries out of a total of 
124,170 on the spinners’ books. A steady drain of this kind 
would make it difficult to increase output again when trade 
revives, 


+ * * 


late of the Brabazons 


Reports that the Bristol Aeroplane Company’ has been 
ordered to stop work on the Brabazon II have not been 
officially confirmed ; it does not follow that they are without 
‘oundation. A year ago it was announced that the project 
vould end with the completion of the second turbo-prop 
aircraft—the Brabazon I has piston engines—but there was 
ttle enthusiasm-for continuing the work at all once it 
cecame clear that the smaller Britannia (Bristol 175), designed 
oy the same company, met the BOAC specifications for long 
‘ange aircraft capable of 4,000 mile flights. BOAC has 26 
of these aircraft on order and needs them as soon as they can 
de delivered ; the first is due to fly this summer. Much that 
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has been learned in building and flying the Brabazon I has 
already been incorporated in the Britannia, and there may be 
little further gain either in.theoretical knowledge or practical 
experience in completing the Brabazon II. It would equaily 
be difficult to justify the continuation of work on a special 
coupled version of the Proteus engine that would be used 
in this one aircraft only. 


Since these facts have been public knowledge for a long 
time, the release of the Bristol Aeroplané Company from its 
preoccupations with the Brabazon would certainly be timely. 
The company is awkwardly placed for labour, and has few 
men to spare for this work. The Ministry of Supply, and 
the other Ministries who are concerned with, aircraft produc- 
tion might have reached what now appears as an inevitable 
decision about the Brabazon project at a much earlier stage. 


The future of the Brabazon I has not been settled. The — 


Air Ministry did not mention this aircraft when it announced 
that the big Princess flying boats were to be used as troop 
cafriers. British European Airways has suggested that the 
Brabazon might be used for the London-Paris route—the 
antithesis of the London-New York flight for which the 
aircraft was designed. In the busy season it would be a 
sound ‘commercial proposition—subject to one reservation. 
No aircraft is’ fully reliable, and faults may develop which 
make it necessary to withdraw an aircraft from a given flight. 
With only one Brabazon, a cancelled flight would raise the 
difficult problem of finding alternative transport for 120 or 
more passengers booked for the big aircraft. 


* oe * 


Building Societies on the Escalator 


The Co-operative Permanent Building Society, which 
has assets of nearly £67 million, has become the second of 
the big ten building societies to climb on the escalator of 
generally rising interest rates; by raising its mortgage 
charges, it follows the Temperance Permanent Building 
Society (whose decision was discussed in The Economist of 
January 5th) and a growing number of smaller societies. The 
Co-operative Permanent will charge 43 per cent (against 4 
per cent) on all 20-year mortgages negotiated after January 
21st. Rates on existing mortgage accounts wil] remain un- 
changed for the present, but the society states that “in all 
fairness it must be said that the possibility of some increase 
in the future cannot be disregarded.” ~The society’s present 
mortgage deed contains the usual interest variation clause, 
but it is now to introduce an alternative of the “ fixed 
interest ” type, whereby borrowers who undertake to pay § 
per cent on 20-year mortgages will have a guarantee that that 
rate will not be changed during the life of their 
contract. 

Slowly, and by no means uniformly, the pattern of build- 
ing society rates that prevailed before the change in official 
monetary policy last November—indeed that has been 


in effect since before the war—seems to be breaking up. The — 


Building Society Association’s statement on the morrew of 
the Bank rate change, which revealed that it was not recom- 
mending any alteration in rates for the time being, has been 
rendered at least partly out of date by the fall in gilt-edged 
prices in the interim—a fall that must, incidentally, have 
led to quite heavy depreciation of building society invest- 
ment holdings. There are still some societies that resist a 
change, on the that the movement is still experienc- 
ing a satisfactory inflow of funds (partly, no doubt, because 
of a movement of funds away from the stock markets and 
partly because of the recent genuine increase in personal 
saving). These societies also set great store by the move- 
ment’s tradition of stable—and low—rates. It will be sur- 
prising, however, if societies as powerful as the Co-operative 
Permanent and the Temperance Permanent prove to have 
swum forward in this competitive business very much in 
advance of the tide. 
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os you see ||] 


Look where you will and you will almost certainly 
find one of the aluminium alloys in the comprehen- 
sive “ Duralumin ” range. 

The increasing popularity of this versatile material 
is hardly surprising. It cannot rust, need not be 
painted, is of good ohana and whilst only one- 
third the weight of steel is equally as strong and 
lasts longer. 

* Duralumin”’ can be welded, machined, pressed 
and fabricated in much the same way as other 
metals. It is produced as sheet, strip, tubes, wire 
and sections; the latter in a limitless variety of 
different contours. 

While shortages exist at present, this is a passing 
phase. Now is the time to consider the use of 
aluminium alloys in your business so that your 
plans may be complete when the needs of re-arma- 
ment are satisfied. Our development department 
will advise, entirely without obligation. 


A knotty problem, with “Duralumin,” 
—probably isn’t ! 


ah ha JAMES BOOTH & COMPANY LIMITED 


ARGYLE STREET WORKS + BIRMINGHAM *:-+7 
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FOOD! The daily milk, the meat ration, our fish, 
vegetables and packaged goods, generally have a rail journe; 
to reach us. Among the 300 million tons of freight a yea: 
(far more than pre-war) carried by British Railways, food 


takes a prominent place. 


Today, our railways are busier than ever carrying the 
nation’s food, as well as the raw stuffs of industry and nearly 
a thousand million passengers a year — working round the 
clock to keep Britain’s vital lifelines open. And this despite 


a severe staff shortage. 


Busiest Railway System 


in the World 





BRITISH RAILWAYS 
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Engineers think of felt os 


the versatile material which can be 
die-cut, chiselled;‘machined. 1 

want it for goskets, filters, bujfi12 
rollers, shock absorbers and innurn- 
erable other important functions 
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Fashion designers want felt 
for handbags, belts, furnishings, 
slippers, hats in neat shapes and 
charming colours. They know felt 
wears well, is dependable and keeps 
Its shape and colour 


Pe ew ew we we ow et 





Whateveryour interest—industri2’, 
domestic, fashion or medical, send 
your inquiries direct to BURY FELT 
MANUFACTURING CO. LTD. Hudcar 
Milis, Bury, Lanes. or 3 Snow Hi! 
London E.C.1, Phone: Central 4443. 
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Chemicals for Soil Conditioning 
The first consignment of the Monsanto Chemical Com- 


pany’s soil conditioner, “ Krilium,” is on its way to this 


country from the United States. Field trials will start in 
the spring and parallel tests will begin in the commonwealth 
later in the year.’ Soil contains a proportion of natural gums 
that bond together earth particles in a way that gives good 
soil its characteristic porous structure, so that it neither 
bakes in the dry weather nor turns to mud in the wet.. These 
gums ate formed. as by-products of organic decomposition 
of, for example, farmyard manure or compost. They are 
destroyed by soil bacteria and unless the land is continually 
fed with humus, the proportion of gums is gradually 
reduced and the soil deteriorates. The Monsanto product 
> a synthetic resin that has the same bonding action as 


these natpral gums, with the further advantage that it “ 


resists attack fromi soil bacteria. In one sense it is an alter- 
native to the peat moss and cdémpost used by market 
gardeners; im another a quick-acting substitute for the 
present slow and costly measures used to check soil erosion. 


American figures suggest that the cost of the product will 
be $2 a pound in the early production stages, presumably 
falling as the plant comes into full operation. One pound 
s reported to have the same reviving effect on soil struc- 
ture as 200 pounds of peat moss at four cents a pound, or 
500 pounds of commercial compost at 2} cents a pound. 
The largest market is likely to be in large-scale reclamation 
projects. “ Krilium” may also be used by private and 
market gardeners, both of whom crop intensively, but it is 
iess likely to appeal to farmers. Nor in general would farm 
land need such treatment except in special*cases ; Australia 
may be such a case, since the new material holds water in 
the soil and might solve some of the farming’ difficulties 
created by high seasonal rainfall. 7 


The fact that Monsanto is building a new $50 million 
plant to produce acrylonitrile, the raw material for the new 
product, does not mean that the entire output is going to 
be devoted to “ Krilium.” Acrylonitrile is also the starting 
point for a number of other chemical products, among them 
a new synthetic textile developed by Monsanto and the 
family of acryl resin plastics of which “ Perspex” is prob- 
ably the best known in this country. Monsanto has 
expanded considerably in Britain since the war, and the fact 
that it has rights to two promising end-products both pro- 
duced from the same material will have some bearing on its 
future plams. The biggest obstacle to producing either 
“ Krilium ” or-the textile fibre “Acrilan” in this country 
would be*the ‘supply of raw materials to make acrylonitrile. 
It can be: produced from acetylene, which is both scarce 
and expensive, or from the petroleum gas ethylene, which 
is also scarce.-. Through its interest in other chemical com- 
panies. Monsanto has ‘access to the ethylene produced at 
Grangemouth ‘by British Petroleum Chemicals. Most of 
the ethylene likely to be produced by BPC is, however, ear- 
marked for Other projects, and without further expansion 
it may prové impossible to find the extra ethylene. needed 
for a mew acfyYlonitrile plant of economic size. 


ae Pot "af 


es ee a * 


High Prices for Ships 

Current. prices of second-hand ships, on the world 
market, are perhaps double the level of a year ago. Recently 
a British owner sold a Liberty type ship to a Pana- 
manian buyer for £575,000, and others of this type, which a 
year ago would have fetched little more than £250,000, have 
been disposed of for about £510,000 with delivery four to 
six months later, These prices obviously reflect shipowners’ 
general confidence that world demand for tanker and dry- 
cargo shipping will remain high for at least long enough to 
show a return on the outlay: but other factors are involved 
too. For British owners, one consideration is that when a 
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vessel is sold at a price in excess of its written down value, 
a “ balancing charge ” is paid to the Treasury. To cover this 
charge, which reduces the proceeds of a sale to well below 
the cost of replacement, British owners are asking higher 
prices for vessels than they might otherwise expect. Again, 


when British owners sell ships of less than 15 years of age > 


abroad, part of the proceeds is “ blocked ”, against replace- 
ment by new building. For this reason they are demanding, 
and getting in a sellers’ market, higher prices from foreigners 


than British buyers will pay. 


A major influence on the cost of second-hand “ ready ” 
ships, of course, is the rising cost and long delays of butid- 
ing new ones. .Owing to the cramamed state of the order 
book in most shipyards, delivery of a tanker ordered today 
could not be expected before 19§7 or even 1958, at least 
from a British yard. Prospects for dry-cargo ships is a 
little easier, but orders are being placed today for delivery 
in 19§6.. As for prices, increases In the wages of shipyard 
workers and increases in the cost of steel and components, 
have put up shipbuilding prices by about 15 per cent in the 
last six.months alone. One estimate of the current cost of a 
plain motorship of 9,500 tons deadweight puts it at £575,000 
(a sim that has been paid for a Liberty ship eight years old), 
compared with about £480,000 six months ago and {440,000 
a year ago. Another estimate puts the price of a new tanker 
of 16,000 tons d.w, at,about £53 per ton, but delivery could 
not be obtained for six or seven years and the owner would 
have to absorb any increases in the interim due to increased 
labour or material charges ; while the delay in delivery might 
well be increased ewing to the shortage of steel. It is not 
perhaps surprising that. some companies are increasing their 
control over tonnage by buying shares in other companies 
that own ready tonnage and have building contracts nearing 
completion. 


Steady Shipbuilding 
For the first time for two years the quarterly shipbuilding 


. returns compiled by Lloyd’s Register of Shipping shaw a 


reduction in the total tonnage of tankers under construction 
in Britain, which at the end of December amounted to 
105 vessels totalling 1,239,497 tons gross. This decrease— 
16,257 tons compared with the tonnage being built at the end 
of September—is only a small one, and since it was accom- 
panied by a corresponding decline in the total of all merchant 
ships under construction from 2,271,640 tons to 2,209,012 
tons gross the proportion of tankers to the total actually in- 
creased from $5.3 to 56.1 per cent. If ships for which plans 
have been approved or material ordered, though the keels have 
not been laid, are also taken into consideration, tanker tonnage 
now represents only 62.5 per cent of the combined total, 








SHIPBUILDING OuTPUT IN Britain, 1951 
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Ist quarter.... | 56 | 316,881; 55 | 241,483) 47 | 291,173 








ees Se pe 79 | 382,478 79 |. 414,138; 70 | 346,211 

3rd wt | 75 |) 483,002} “51 + 249,446) 53.) 268,638 

4th -) secs | 69 | 368259}. 73 | 433,364) 76 | 434,415 

Total 1951...... | 979 | 1,484,220 | 258 | 1,331,431 | 246 © 1,340,437 
i 7 H ; A cenenitghl chaietemiapapmibiiies 
! ; 

Total 1950...... | 284 | 1,417,977 | 278 1,314,535 319 1,388,022 
| : / j t 








compared with 67.9 per cent in the previous quarter, while the 
proportion of cargo liners has increased from 18.8 to 26.8 
per cent during the same period. Thus tankers still pre- 
dominate in shipbuilding work, and will continue to do so for 
a long time, but at last there is an indication that the trend 
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will be reversed, although not in time to have any effect on 
immediate requirements of steel. Although 422,340 tons 
of tankers were launched during the last six months, work was 
begun on another 495,260 tons. 


The latest returns show that the balance of tonnage at 
various stages of progress, which was disturbed in the third 
quarter by an exceptionally low rate of launching and com- 
pletion, was restored in the fourth quarter of 1951. It is 
noticeable that the tonnages launched and completed during 
1951 compare favourably with those of the previous year, 
although the numbers of ships in all categories decreased. 
This is a further indication of the continually rising size 
of ships, particularly of tankers. ‘ 


The outstanding feature of Lloyd’s Register returns in 
1951, however, has been the large increase in tonnage in 
the preparatory stage. At the end of 1950, 148 vessels 
totalling 954,486 tons were in this category; by the end 
of 1951 there were 295 ships of 2,225,404 tons gross. Of 
this total 1,391,290 tons consisted of tankers, $95,770 tons 
of cargo liners, and 116,900 tons of tramp ships, but there 
were only five passenger and cargo liners, totalling 53,250 
tons. In addition, it is known that contracts have been 
placed for a further 2 million tons gross, and that these 
include a higher percentage of passenger and dry-cargo 
tonnage than for some time past. The total value of the work 
in hand and on order is estimated at £600 million, of which 
about one-third is for export. 


* * * 


Spending on Transport 


In a paper to the Royal Statistical Society this week, 
Mr E. Rudd, of the Road Research Board, presented esti- 
mates of expenditure on road transport for the years 1949 
and 1950 of which extracts are given in the accompanying 
table. Some of the many assumptions that Mr Rudd has 


Users’ EXPENDITURE ON TRANSPORT AND TRAVEL, GT. BRITAIN 























(£ Million) 

1949 1950 

Road goods transport......s.sccseeseseee 470 | 540 
Road passenger travel .........+-seesceee 550 640 
The use of road vehicles on the public service 40 | 40 
Total Road Transport and Travel..... oss 1,060 1,220 
Rail goods transport......eeessececesenes 200 | 230 
Rail passenger travel .....e+seeescsnceees 130 | 120 
Total Rail Transport and Travel ........ 330 | 350 
Other means of transport and travel...... 30 30 
All Transport and Travel........-+...e+. 1,420 1,600 








been compelled to make may be open to argument—such as 
ihe apparently high allowance of £80 million for upkeep of 
roads and street lighting, which, so far as mechanical road 
transport is concerned, would seem already to have entered 
into the calculation through the payments of licence duties 
and fuel tax. But there seems no reason to disagree with 
Mr, Rudd’s general calculation that more than 10 per cent 
of the national income at factor cost of Great Britain was 
devoted to road transport, both in 1949—upon which most 
of his calculations are based—and in 1950. 

This is a surprisingly large figure, and the author is right 
to make the comparison with expenditure on all means of 
transport. In doing so, he concludes that out of a total esti- 
mated expenditure on transport and travel of some £1,600 
million in 1950, £1,220 million was accounted for by road 
transport and travel. For transport alone, road 
accounts for £540 million out of a total of £770 million. 
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The extent to which the nineteenth century pattern of 
transport has been transformed is remarkable ; its unfolding 
has been obscured by the common user of the road track and 
the diversified ownership and operation of road vehicles. |; 
is no longer true that the railways constitute the predominant 
means of internal transport in this country, and fisc.| 
measures that have as their purpose restrictions on the 
growth of road transport cannot necessarily now be justified 
on grounds of national economic policy. The reasons for the 
long-term trend towards a greater use of road transpou are 
well known, and it is not unrea le to assume that the 
same considerations that have led trade and industry to 
develop the use of road transport will continue to operate 
in the economic climate of the coming decade. 


* * : * 
World Consumption of Cotton 


In 1950-51 Britain was the world’s fourth largest con- 
sumer of cotton, coming after the United States, India and 
Russia. But it remained the largest consumer of Egyptian 
cotton, using 231,000 bales, or a sixth of the world’s total. 
Egyptian cotton accounted for 10.6 per cent of Britain’s 
consumption, while American growths accounted for 22.3 per 
cent. The bulk of the cotton used in this country is classified 
as “ sundries ” and is mainly American-type cotton grown in 
countries other than the United-States, together with Sudan 
cotton. Russia, which the Egyptians like to believe could 
be an alternative buyer for their crop, used only 55,000 bales, 
or 2 per cent of its total consumption. The next largest 
consumer of Egyptian cotton after Britain is India, followed 
by France and Italy. The United States is wholly self- 
sufficient for raw cotton and in 1950-51 used two-thirds of 





Worip Mritt ConsuMPTION oF COTTON 





























(000 bales. 1950~51) 
{ 

Country American | Egyptian e Indian Sundries | Total 
PROROE . Sib oes has Bi 114 168 381 1,216 
Germany, Western 650 50 64 319 1,083 
es geen ey renaee eae 599 99 89 153 940 
United Kingdom.. 485 231 98 1,364 2,178 
WOR ac heseer ass 4 55 ae 1,446 2,505 
United States 10,480 89 54 15 10,638 
EMMA x cocan foe W 418 185 2,456 329 3,388 
SRO Sop e sbeees 926 32 331 302 1,591 
es Pore iy paris 1,394 585 506 8,367 9,752 
World Total......... 15,809 1,340 3,766 12,676 33,291 
Source: International Federation of Master Cotton Spinners’ and 


Manufacturers’ Associations. 





its crop. Japan used 926,000 bales of American cotton and 
only 32,000 bales of Egyptian—an indication of its specialisa- 
tion on the lower grades of textiles and of its comparatively 
easy access to dollars—while Western Germany, whose total 
consumption is smaller than Japan’s, used 650,000 bales of 
American cotton and 50,000 bales of Egyptian. 


Shorter Note 


A new wind tunnel for testing scale mBdels of aircraft is 
being undertaken as a co-operative venture by a number o! 
companies in the aircraft industry. The initiative for the 
project came from the technical board of the industry’s trade 
association, the Society of British Aircraft Constructors. The 
design and construction will be undertaken by the Aircralt 
Research Association, a new body whose registration has 
just been announced. With one conspicuous exception, every 
big aircraft and engine constructor ts to be taking part. 
The name of d¢ Havilland does not, er, appear among 
the list of foundi 


, f founding members, nor is there mention of the 
aircraft division of English Electric ‘ 


; 
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Company Notes 


Carreras.—Last year witnessed not only a 
fall im Carreras’ trading profits from 
£3,366,058 to £3,290,121, but also an 
increase im the value of stocks held 
by. the group by £2,372,973 to 
£13,408,838. Unwelcome though these. move- 
ments were, they were almost inevitable once 
the stocks of leaf tobacco purchased before 
devaluation were used up and once the in- 
creased exchange cost and higher market 
price of leaf tobacco took effect. In 
order to finance its heavier commitments in 
working capital, the group has had to borrow 
more from the banks. Within the last 
financial year the group’s bank indebtedness 
has grown from £4,624,406 to £6,792,671. 
The greater part of the new monty has 
ipparently been used in financing stocks held 
by the group’s manufacturing interests in 
Britain, for the bank loan to Canadian sub- 
sidiaries has been reduced from £1,336,428 
to £1,086,007, while the bank loan made to 
the parent company has risen from £2,707,000 
to £4,961,000. At the same time, the parent 
company’s “ stock in trade, including leaf in 
the hands of agents abroad, at or below cost,” 
has risen by just over £2,000,000 to 
£9,618,086. 


Once the tax gatherer has taken his toll, 
which last year was raised to £1,907,920 
against £1,728,087) despite the fall in gross 
profits, the amounts that can be ploughed 
back into the business to help to finance 
stocks are comparatively small, consistent 
with the payment of a 35 per cent dividend. 
More money could be retained and invested 
in working capital if the attempt to restore 
1 higher margin of profit by raising cigarette 
prices leads to an improvement in earnings. 
But it still has to be proved that the increase 
in cigarette prices forced on the leading 


Years to Oct. 31, 
1950 1951 
Consolidated Earnings :— c 


f 
Trading paofit 3 Sed.oss 3,290,121 


Total tmontnee is ok 68 CS kc 3,514,786 3,474,591 
Deprecheugnin 6 6. 5s ci bse ok ks <cwn 199,701 209,471 
Taxation 


iggoen tie RAT, xc 1,728,087 1,907,920 
Group earnings for ordinary stock 1,383,468 850,379 
Ordinary dividends 716,158 6 


inary 835,605 
Ordinary dividends (per cent) .. 35 35 


Retained by subsidiaries ....... 228,939 212,571 
Fixed assets reserve ........... pak 211,200 
General TeS@TVe. oi... sec c en eens 100,000 ; 

Added to carry forward........ 350,313 20,723 

Cons. Balance Sheet Analysis :-—~ 

Fixed assets, less depreciation .. 1,932,601 2,177,148 
Net current assets............+. ,024,878 9,250,696 
Soe EPL ee Ree pe ee 11,035,865 13,408,838 
Cen Cina kekebenaccekeoawawree 180,358 100,051 


Reger 2; GScn ve bbs hae eke ok ek 


7,559,035 7,859,884 
Ordinary capital 


3,720,300 3,720,300 
{1 “A” ordinary stock at 92s. 6d. xd yields £7 11s. per cent, 


tobacco manufacturers last year will more 
than cover the rise in manufacturing and 
distributive costs that has already taken place. 
If the burden of stocks continues to increase, 
and jf the company is unwilling—or finds it 
impossible—to expand its overdraft . still 
turther, then more permanent capital would 
have to be found. But an issue to the public 
might prove to be difficult for the current 
price of the “A” Ordinary shares at 
92s. 6d. xd. to yield £7 lls, per cent. sug- 
gests that an issue of equity capital would 
nave to be on markedly favourable terms. 
And an_ issue of loan stock, the solution 
adopted by Imperial Tobacco when faced 
with a similar financial problem, is not made 
casier by the recent advance in interest rates. 


* 


Cable and Wireless (Holding).—Once 
again the market has been taken by surprise 
by the dividend le and 


Wireless (Holding). A ordinary 

/ireless . A year ago an 

dividend of 6 cent. (against 4 per cent.) 
for 1950. stockholders 


was declared though 


generally had expected no more than a rate 
of 5 per cent. ¢ directors have now re- 
commended that a bonus of 2 pet cent. 


should be added to the maintained ordinary ~ 


dividend of 6 per cent., making a total dis-, 
tribution of 8 per cent. for the year ended 
December 31st last. The gratification of the 
market with this increase can be measured 
by the jump in the £100 ordinary stock from 
£1154 to £1254. ‘The increase is in keeping 
with the policy outlined by Sir Edward 
Wilshaw last spring that the company aimed 
to secure and maintain a minimum dividend 
of 6 per cent. and then to increase it 
“ by. way of additional income from medium- 
and long-term projects.” Before providing 
£21600, against £187,000, for taxation, 
profits for the year amounted to £541,000, 
as compared with £369,000 in 1950 when the 
figure was struck after deducting £461,000 
gross for the final dividend paid on the pre- 
ference stock redeemed on June 30, 1950. 
The proposed distribution requires £210,000, 
against £165,000, and £100,000 is added to 
general reserve ; in 1950 £930,000 was trans- 
ferred to general reserve from profits brought 
forward from earlier years. 


At the end of 1950 about 75 per cent. of 
the company’s investment holdings was in 
equity stocks, so that the full accounts may 
show an advance in gross investment income, 
reflecting the modest increase in distribution 
on equity capital that took place during the 
year. A further £2,291,632 of the 3 per cent.. 
unsecured loan stock has been redeemed, re- 
ducing the balance in issue to £3,666,612. 
This redemption necessitated the realisation 
of some part of the company’s investments, 
so that the book value of quoted investments 
has fallen from £12,840,118 to £11,202,668 
and their market value from £13,097,453 to 
£12,175,818. At the current price of £125} 


the £100 ordinary stock units yield 6% per 
cent. 


Steei Company of Wales.—The opening 
of the hot strip mill at the Abbey works last 
July marked a decisive stage in the progress 
of the immense development scheme of the 
Steel Company of Wales, but it came too 
late in the year to have any marked effect 
upon earnings for the financial year ending 
last September. A prelimimary statement 
shows that group trading profits have risen 
from £2,382,475 to £3,967,400. Earnings in 
the last financial year may contain an element 
of adventitious profits on stocks arising from 
the increase in steel prices last July. The 
advance may also reflect an increase in out- 
put from the works transferred to the group 
by the founder companies. The benefit of 


initial allowances upon the company’s capital © 


investments still makes a specific provision 
for taxation ummecessary. After providing 
for debenture and loan interest and for depre- 
ciation, net profits have risen from £725,500 
to £1,128,106, more than correcting the 
adverse movement shown in‘ the 1949-50 
accounts. A balance of £2,319,289, against 
£1,451,512, is to be carried forward. - 


The closing of three open hearth furnaces 
—though these are outside the new works— 
owing to the shortage of scrap may lend 
weight to the fear that the achievement of 
full capacity working this year, as planned, 
will not be easy. At the end of September 
1950, £41.4 million had been spent upon the 
development schemes at. Margam and 
Trostre. When the full accounts are pub- 
lished they should reflect a major part of the 
full capital cost of the scheme which on the 
first estimate was to sy cate 60 —- 
This has been apprecia 
the rise in labour and material costs to 
certain changes in the original plan. 
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; j } Net } , 
Gritieh Funda | Price, | Price, | Yield, | GTS 
(Jan. 16,\Jan. 23,) Jan. 25, | 1.4 93 
Guaranteed Stocks 1952 1952 }.1952 | “Gen” 
' i | (ns) 
/ £s @4}£ sd 
War Borids 24%...) 100 | 1008 | 6127 6) 117 2¢ 
Mar. 1, 1951-53 | } 2.6 3 1 
War Bonds 23%...} 1004 | 100% | 1 711 7 84 
Mar. 1, 1952-54 | 169 9 41 
Exchequer Stk. 2}%| 994 9% 11 6 2 7.2 
Feb. 15, 19: 
Serial ‘ale 100% | 100 | Od] L}1lN 8 
Nov. 14, lI i : 
Serial Funding 17%; 100. | 100 | 016 7/115 0 
Nov. 14, 1953 i : 
Serial Funding ....| 9% | 9 [1 4 6/2 2 5 
Nov. 14, 1954 | i ; 
War Bonds 24%... 99% | 99% |1 9 4/212 Te 
Aug. 15, 1954-56 | 18 0;2n 6 
Funding 23%... .. | 99% | 100 17 1/310 8 
June 15, 1952-57 | 9 6/236 3! 
Nat. Defence 3%...| 992 99} 1211}3 1 ge 
July 15, 1954-58 | 12 1}3 0 9 
War Loan 3%..... ; 100% | 100 | 110 5} 1 22 
Oct. 15, 1955-59 | }1M O}3 0 7 
Savings Bonds 3%.| 90)* | 914° | 4 5 4} 5 14 lle 
Aug. 15, 1955-65 | |2 6 8} 316 7 
Funding 24%. ..... | oe 0 i 7 6 
April 15, 1956-61 | 12 2 513 § O8 
Funding 3% ....... | 8h 874 (312 | 4 Se 
April 15, 1959-69 | '210 114 2 9 
Funding 3%....... | 87%*| 87§* | 2 12 } 2 9e 
Aug. 1, 1966-68 | }2 91 0 71 
Funding 4%. ...... | 985 99 6 Te 
May 1, 1960-90 | U3 
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' 
5 
14 2 
' 0 
14 1 
Savings Bonds 24% 84% 854 15 8} 2 4¢ 
May 1, 1964-67 | 10 i 7 OJ 
Victory Bonds 4%.} 101g 993* 2 1319 7s 
Sept. 1, 1920-76 
Savings Bonds 3%.| 82§* 835" | 2 | 433 Te 
Aug. 15, 1965-75._' | 210 2 4! 
Consols 4% ....... 894") 893° | 6 | 8 lif 
Conversion 3}% ...; 81 8lg 5 } 6 8f 
Treasury Stk. 24%.| 59 60 4 | 4 Sf 
(after Apr. 1, 1975) 
Treasury Stk, 3%..| TO# 70} 4 10 5 lif 
(after Apr. 5, 1966): 
Treasury Bt. 34%.) 88h 883 9 4 5 Te 
June 15, 1977-80 | 8 4 4 71 
Redemp. Stk. 3% 77 17k 2ii 8 & 2e 
Oct., 1986-96 i2 & 6 3 2! 
War Loan 34%....| 80% | 80% |2 510 1 1f 
Consols 23% ...... of oa 23 0 2 of 
Brit, Elect. 3% Gtd..} 235 714 8 Ge 
April 1, 1968-73 | 210 8} 4 211! 
Brit. Elect.3%Gtd..| 83} 84 211 3} 4.3 le 
Mar. 15, 1974-77 | \2 9 3|/4 1! 
Brit. Elect.33%Gtd, 89 | 9 (|2 7211)4 3 He 
Nov. 15, 1976-79 | 12 611}4 3 OF 
Brit. Tpt. 3% Gtd..| 76 | 77% |} 21511|4 9 Te 
July 1, 1978-88 | 1210 814 4 Ti 
Brit. Tpt. 3% Gtd..; 84 845 215 714 8 Oe 
April 1, 1968-73 | 210 8}|4 4 7 
Brit. Gas Gtd. 3%..| 768 i 210 8|4 5 3¢ 
May 1, 1990-95 | 29 1) 4 3:30! 
Brit. Gas Gtd: 34%. 938 | 2 61114 2 Ge 
Sept. 10, 1969-71 | 2641)4 110i 
Brit. Iron & Steel..| 873}* 88* 2 810':4 4 Ge 
54%, 1979-81 2.8 214 4 21 
(e) To earliest date. (f) Flat yield. (2) To latest date 
(nm) Net yields after allowing for tax at 9s. 6d. in £ 
(s) Assumed average life 13 years Approx. * Ex dividen 





| Price, | Price, | Yield, 









































Dividends Ordinary | jan. 16,|Jan. 25,| Jan. 25, 
a f 3952 | 1952 | 1952 
@ ® @ | 
ry y) i s. d. 
‘ b 3 a\Anglo-Am. 10/-. 7 8h ‘ is:3 
5 al 25 b\Anglo-Iran {1.. 5 43 
20 cl‘ TaalAssoc, Elec. £1.| 72/6 | 73/9 | 5 8 5 
274c| ThalAssoc. P.Cem. £1}103/14 |101/3 | & 8 & 
35 ¢ 445 ciAustin 5/- ....- 30/7] | /- | TW O 
#5 aj {17}b\Bass {1 ....... 118/9 |113/9 | 710 7 
40 c. 5 a\Boots 5/-...... 22/6 | 21/6 | 413 o% 
9c 7 a Br. Celanese 10/-| 26/6 | 28/3-|3 3 9 
126} 8 alBr. Oxygen {1..| 81/6 | 78/6 75 111 
Bal %biCoats {1....... 41/6 52.7 
b 5 a\Courtaulds {1 J- | 42/6 15 5 9 
sate 74a Distillers 4/- 19/6 | 19/- | 464 9 
15 cl 17$c\Dunlop f1..... /3 | 55/7416 510 
We 2 ciRord £1 fee ae 49/44 | 47/6 15 5 3 
IThcl 22hciGen. Elect. f1..| 82/6 | 85/- [5S .5 10 
Hi a| 17 b\Guinness £1... .|120/7% |118/14 | 4 14 10 
44 a b\Hawker Sid. £1.| 34/9 e162 2 
96 almp, Chem. £1.} 41/10} 42/3 | 513 7 
1845} 13}a\Imp. Tobaceo £1) 87/6 | 85/- | 7 10 10 
5 a| 10 biLancs. Cotton {1| 40/7 | 40/- | 710 0 
W3icl 5 alever{1...... 47/6 | 48/1b | 512 53 
15 cl Wallon. Brick {1..| 56/10}, 56/10) 5 5 7 
15 al 60 b/Marks@Sp.A5/-| 84/- | 83/6 | 4 9 10 
8b) 8 a\P. &O. Def. £1.| 45/6 | 44/6 | 415 lip 
174 | ThalP. Johnson 10/-.| 37/6 | 36/- | 6 18 11 
$7} | $5 al“Shell” Stk. £1.) 94/43*| 91/3xd 5 4 4 
24b\Tube Invst. £1. Se | 41710 
Sal 15 bi. & Newall {1.| 87/6 | 86/104 4 12 0 
8 cl 10 ciUnion Castle (1) 44/6 | 4/- | 410 11 
50 ¢| 20 aU.SuaBetong{}| 57/6 | 57/6 be 7 10 
10 6 Vickers £1..... 44/- | 43/9 1514 3 
15 a| 27}5'Woolworth 5/- .| 41/9 | 41/6 | 5 2 5 
Interim div. (0) Final div. {c) Div. for whole year. 
‘s basis after bonus. (p) Yield basis 
% after capital dividend. { Free of tax. 
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THE ECONOMIST, January 26, 1952 


Statistical Summary 


EXCHEQUER RETURNS 


For the week ended January 19, 1952, 
total ordinary revenue was {195,180,000 
against ordinary expenditure of {89,887,000 
and issues to sinking funds £570,000. Thus, 
including sinking fund allocations of 
£18,663,000, the surplus accrued since 
April 1, 1951, is £9,535,000 compared with 
a surplus off {296,630,000 fam the corres- 
ponding period of the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 

















































. lApril 1,/April 1, Week | Week 
_— 950 "| 951 fended | ended 
1951-54, to | em | Jam 
Jan, 20,|Jan. 19) “20, | 29, 
nes £000 1951 } 1952 | 1951 | 1952 
Receipts into the 
REVENUE Exchequer 
(¢ thousand) 
i j 
Orv. ReEvENUE | 
Income Tax ......}1624750] 811,239 958,145) 96,859 144142 
Sart4ae: ii. ci iven | 128,000] 73,600; 79,0001 5,800 7,000 
Estate, etc., Duties | 180,000) 147,250 147,900 3,300) 3,400 
Stamps... 0.1.54 ,000) 42,460; 49,900} 1,100) 1,200 
ProfitsTax&E.P.T. | 312,650] 229,670 259,600} 4,800) 7,500 
Other Inland Rev. | 500 190, 330 30} 70 
SpecialContributn.} 1,500 4,120) 2,299 801 50 
Tota! Inland Rev. /2302400)1308529. 1497165111969 163362 
Customs. .......- 930,500] 721,874) 809,953] 18,781, 20,691 
Excise’. .........] 20,500) 548,200; 580,095 5,800: 4,695 
Total Customs and} | 
Excise ......3 1651000 1270074,1390046 24,581) 25,386 
Motor Duties ....| 62,000) 37,827 40,049 3,732: 2,813 
Surplus War Stores} 20,000) 35,932) 30,667 .... | 1,023 
Surpl’sfromTradg.| 50,000 41,905 74,455 lige 
P.O. (Net Receipts)| 5400 ... | 2... san 
Wireless Licences.| 13,600) 8,650, 9,200 ... “* 
Si y Loans.... |, 27,000] 22,876, 21,908 2,018 ... 
Miscell. Receipts. . | 105,000] 65,966) 80,65 430) 2,597 
Total Ord. Rev... 442364002791760,3144148142730 195180 
Se_r-BaLaANCING ——' ‘ 
Post Office ...... | 179,431) 136,500; 151, 3,400; 3,800 
Income Tax on} i i 
E.P.T. Refunds 4,909 6,942; 4,2 286 92 





oes s» (442073192935202 5299444146416 199072 








issues out of the Exchequer 


EXPENDITURE to meet payments 








(£ thousand) 
Orv. EXPENDITURE | 
int. & Man. of Nat. | | ‘ 
Dstt es | 535,000] 364,005 395,927] 5,609; 1,187 
Payments to N.) i j 
Ireland. ....... | 38,000 27,509, 29,009 ... | 
Other Cons, Funds} 11,000) 8,802) 10,005 530} 
Bn Wee ae | 584,000, 400,517| 432,959 6,139) 1,187 
Supply Services || '#3514062)2081040/268301} 60,500) 88,700 





Total Ord: Expd.. 


2481357 3115951 
Sinking Funds ...} 


13,773, 18,663 
Total fexcl. Self-| 
Bal. Expd.).... }4098062{2495129 31346141 66,759; 90,457 


#4098062 66,639) 89,887 
se 120; 570 








| 
136,500; 151,000, 3,400} 3,800 
6,942) 4,296 286 92 


ei eat ad 42823992638571 3289910 70,445) 94,349 


* Including £6 million of the margin for Supplementary 
Fstimates provided in the Budget (£160 ). 


Sei¥F-BaLANCING 
Post Office....... | 179,43] 


Income Tax on} 
E.P.T. Refunds; 4,900 














Total 





After decreasing Exchequer balances by 
£353,732 to £3,744,968, the other-operations 
for the week decreased the National’ Debt 
by £101,328,157 to £26,348 million. 


NET RECEIPTS (£ thousand) 








Export Guarantees Act, 1949... ..........05.00> 360 
Coal Industry NMationalisation Act, 1946, s. 28(2).. 2,011 
Cotton (Centralised Buying} Act, 1947, s. 21(3).... 2,000 
4,371 
NET ISSUES (£ thousand) 

Post Office and Telegraph (Money) Act, 1950..... ‘ 600 
OT Rie. ok ns ova eh ecs 5 ed Senne s 113 
Local Authorities Loans Act, 1945, s. 3(2)........ 4,100 

Miscellaneous Financial Provisions Act, 1946, s. 2(1) 
War Damage: War Damage Commission ...... 3,000 
Finance Acts, 1946 and 1947: Postwar Credits... 507 
8,120 





CHANGES IN DEBT (£ thousand) 
































Receiwrts PAYMENTS 
Other Debt :— Treasury Bilis .... 19,927 
Internal ....... 27,015 | Nat. ee 300 
Ways & Means Ad- 24% Def. ee 640 
VaNCeS .....55- 0,955 | 3% Def. Bonds.... 351 
Tax Reserve Certs. 68,080 
47,970 149,298 
FLOATING DEBT 
t€ million) 
Treasury Ways & Means | Treas. 
Bills Aawnechs De- Total 
Date posits Phot 
Public | BE OF] by | poke 
Tender} Tap | nents Eng- Banks | 
“TSs1 
Jan. 20] 3220-0} 1844-6] 395-8 wos =| 445-0 | 5906-4 
Oct. 20]3250-0 | 2315-4] 371-0 oon 200-0 | 6136-5 
» 21, 35270+0| 2287-8] 362-8 ‘oni 175-0 | 6095-6 
Nov 3270-0 | 2285-4] 330-0 ete 175-0 | 6060-4 
» 10] 5260-0; 2523-2] 352-8 oes 150-0 | 6066-0 
" 37] 4586-5* - 1274-7] .. | 125-0 | 4986-2 
a soi ai 292°6 <a 125-0 | 4989-3 
Dec. 1] 4593-3* 304-8 eww | 125+0 | 5023-1 
- 4631-1° 289-0 | 3-0 | 123-0 | 5046-1 
» te 4718-1" 207-7 abe 123-0 | 5048-8 
31 4782-9" 252-5 | 58 | 119-0] 5160-1 
i952 i 
Jan. 5 4760-0" | 267-7 | .. | 116¢5 | 5144-2 
~ * ae 4723-4* 256-8 oon 80-5 | 5060-7 
Be om ea 277-8 we 80-5 | 5001-8 








TREASURY BILLS 


* The proportion of tender and tap Bills surrendered for, 
1% per cent Serial Funding Stock is unknown, therefore 
the total of tender Bills outstanding cannot be calculated, 




















(¢ million) 

Amount Average |Allotted 
ee | , Te 
ender . 

Of fered|APplied Allotted] Altotment | Rate 

' 

Jan. 19 | 230-0 | 321-3| 230-0] 10 2-79 | 60 
Oct. 19 | 250-0 | 339-9 | 250-0] 10 297 | 64 
» % | 230-0 | 313-4 | 230-0] 10 291 | 63 
Nov. 2 | 230-0 | 330-1 | 230-0] 10 2-38 4 
» 9 | 260-0 | 330-4 | 260-01 17 2-98 | 70 
» 16 | 250-0 | 285-3 | 160-0} 17 10-66 41 
” 23 | 170-0 | 237-6 | 170-0] 19 2-96 | 63 
” 30 | 170-0 | 244-8 | 170-0] 19 6-54 |. 53 
Dec. 7 | 170-0 | 225-3| 170-0] 19 326 | 13 
» 24} 170-0 | 234-0 | 170-0] 19 6-88 | 60 
" 92 | 170-0 | 236-1 | 160-0] 20 2-27 49 
Goede | 10-0 | 18-3 | 150-0] 9 4-06 | 82 
Jan. 4 | 150-0 | 212-5/ 150-0] 19 3-39 | 61 
» 11 | 150-0 | 217-3 | 150-0} 19 6-90 | 56 
18 | 170-0 | 240-4 | 170-0] 18 11-05 | 62 











deposits. 


NATIONAL SAVINGS 


On January 18th applications for $i day bills to be 
paid from January 21 to January 26, 1952, were accepted 
dated. Monday to Saturdayas to about 62 per cent at 
£99 15s. 3d. and applications at higher 
a in full. Treasury Bills to a maximum of {170 

lion were offered on January 25th. For the week 
ending January 26th the banks were-not asked for Treasury 


were ac- 











| Total Net Savings 


Interest accrued ..... 





eee eee ee aee 


P.O. ad Trust Savi 
Bont Tens ee vings 2 ; 
. | 511,439, 547,21 17,512 
11} 631,808 12,165 
-« |Dr45,072/Dr84,208 5,347 
. [or10389 


- | 556, 


Receipts. .......2.0 ‘ 
Repayments ..........+ 
Net Savings ....... ¥o< 


Interest on certificates repaid 


Change in total invested... 














Dr 25,619 Dr11,504Dr 


(g thousand) 
Totals 41 Weeks | Week 
ended inn 
Jan. 13, | Jan. 12,|44% 
1951 |" 1952 "| 1953 

Savings Certificates ;— i 3 
2 A RAT eS 69,200; 120, 2,700 
Repayments ............ 02,400: 106,2! 2,500 
Net Savirigs 3. cca fs s0% Dr 33,200 14, 

Defence Bonds :-— i eq Wis: 
Receipts... ..s..sesscee 13,225 45, 945 
Repayments ..... bavesay 38,844, 57,4 1,180 
Net Savin, 





x 











i 
26) 





22,7 
98 












BANK 


OF ENGLAND 


RETURNS 
JANUARY 23, 1952 


ISSUE DEPARTMENT 











£ 
Notes Issued:— Govt. Debt... nds. ” 
In Circulation 1553,622,359| Other Govt. 
goons 46,134,464 Securities ... 1385,745,545 
partment... 3 Other Secs... . 727,636 
Coin (other 
4 ger ig 4 2,513,371 
Amt. of Scare 
Issue ....... 1400,000,000 
Gold Coin 
Bullion {at 
* 248s. oz. 
den 356,825 
1400,356,823 1400, 356 
BANKING DEPARTMENT 
£ 
Capital ..... « 14,553,000 | Govt. Sees....  297,412,5 
oe ES ‘ 3,774,265 | Other — 60,496, 48 
- 5,205, Discounts a 
Public Acets.* 14,678,758 | Advances... 37,414 
H.M. Treas. Securities. . 23,081 
Special Acct, 526,645 ; 
Other i= 372,694,004 
Bankers..... 287,696,741 | Notes........  46,754,4 
Other Accts.. 7,263 |Coin....... i 1,582 
406,226,672 406,226, ¢ 





* Inch Poy ye Savings Banks, Commission: 
of National Debt Dividend Accounts. 


COMPARATIVE ANALYSIS 




















(¢ million) 
1951 1952 
an. an. | Jan. | Jan 
im J 6 | 23 
Issue Dept. :——- 
ee - — d's ab 1284+ 71395-81367 ° 3.1: 
otes banking % 
ip éheie bane en ae 65-7 54-6) 35-1) 4 
Government debt. and | 
ities® ....5...605 [L345-H1446- 7/1396 -8 1596-8 
Other securities. :.... wed 0- 08 0-7 0-7 
and -* *eeeee 4: 2-9 2-9 2:9 
Valued at s. per Of... 248/0, 248/0, 245,0 
Banking Dept. :— | 
its 
* dhs my bain 4  # =e i 
NN a Sawa 306 -35304-3) 297-7, 28 
irae ewes Pe peer, SS 91-9 86-2) 85 
ye ai Poa ee aati 397-4 S38 
ities -— 
Government.....¢.-2+++ | 520°H 339-0, 345°5 | 
Discounts, etc,........+, | 1G 14-2. 12-6 
Other ...... vetiinndokes 235-4} 22-7 
FO, Kinesis cravexneues 357-6) 376-6) se 
+ i -8 
Banking dept. res....... 66 % “ty 
“ Proportion *......4ss++ i. 3-5 $7 1 





Ss 


nay mena tee 
million on January 16, 1952. 


£11,015,100, capital £14,555, 
fron 11,480 million to £1,400 


GOLD AND SILVER 

















The Bank of "s official buying price for 
Soptensber i 1949, aad oo aie 3 oy mthor 
© autnor 
dealers piling Od. to 252s. Od. per fine ounce. > 
cash prices during last week were as follows :— 
SILVER GOLD 
London |New Y: Botiiba Bomba : 
i ouonpes 100 tolas} per to 
mits | Sa ee Ce te 
Pie ae 71:0 |. 88-00 | 192 0 | 105 ; 
” ps : 191 il 105 12 
TE a ae ais 
"3: | te | gs-00 | ton 1} tos 1 
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COMPANY MEETINGS 
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LLOYDS BANK LIMITED 


The annual general meeting (being the 
ninety-fourth ordinary general meeting) of 
Lloyds Bank Limited will be held at the 
ead office, 71, Lombard Street, London, 
£.C.3, on February 15th, 


The following is the statement by , the 
hairman, The Right Hon. Lord Balfour of 
Burleigh, D-C.L., D.L., accompanying the 
port of the directors and balance sheet for 
he year ended December 31, 1951: 


My Lords, Ladies and Gentlemen, 


To deal first with personal matters, the 
hareholders will be asked to confirm 
he election of four directors appointed to 
the board during the past year. They are: 


The Hon. Thomas H. Brand, C.M.G. 


Major T. K, Jeans, M.C., who has served 
for four years as a member of our Salisbury 
Committee, 


The Earl of Scarbrough, K.G., G-C.S.L, 
G.C.LE., a member of our Yorkshire Com- 
nittee, and 


Mr W. R. Verdon Smith. 


These gentlemen have distinguished them- 
elves in the fields of finance, agriculture, the 
public service and industry ; their experience 
ind judgment bring a valuable accession of 
irength to the board. 


DIRECTORS’ GOVERNMENT APPOENTMENTS 


The change of Government has entailed 
for us the loss of Lord De L’Isle and Dudley, 
who joined the board in 1950, now appointed 
Secretary of State for Air; Mr D. Heath- 
coat-Amory, who joined us in 1948, now 
\linister of Pensions, and Lord Ismay, who 
joined us also in 1948, now Secretary of 
State for Commonwealth Relations. Sir Peter 
Bennett, a director of the bank up to a year 
20, has been appointed Parliamentary Secre-- 
‘ary, Ministry of Labour, and relinquishes 
his seat on our Birmingham Committee. We 
‘reatly regret the loss of the valuable services 
f these four gentlemen and we offer them 
our sincere good wishes in the arduous tasks 
which lie before them. 


_ During the year a new committee, the 
“astern Counties Committee, has been estab- 
lished, the members being Sir Edmund 
Bacon, Bt, as chairman, and Lord Luke, 
with Sir Henry Upcher, a director of the 
bank until last year, and Mr A. P. 
Cobbold. 


CHANGES ON COMMITTEES 


I have also to record with pleasure the 
appointment of Mr Lloyd H. Fox, formerly a 
member of the. Fox, Fowler & Co. com- 
mittee, to our Devon Cornwall commit- 
tee, of Lord nae to our Liverpool com- 

i mittee, of Colonel Angus to our Newcastle- 

i upon-Tyne committee, of Liewtenant-General 

8 Sir Henry Pownall to our Pall Mall com- 
mittee, of Sir Percy Thomas, past president 
of the R.IB.A., to our South Wales Commit- 
tee, and of Mr Cecil Berry, on his retirement 
from the district managership, to our York- 
shire committee, 


During the year a heavy loss was suffered 


‘ 


THE INFLATION DANGER 


NEW TURN IN MONETARY POLICY 
GOVERNMENT’S INTENTION TO CURB SPENDING 
HOPE OF FUTURE ECONOMIC RECOVERY 
LORD BALFOUR OF BURLEIGH’S STATEMEN) 


by the bank in the death of Mr Alwyn 
Parker, a former director, the eminent editor 
of Lloyds Bank Review: ‘We are pfoud to 
think that under Mr Parker’s direction our 
Review created for itself a special place in 
contemporary economic literature, and we 
greatly miss him. 


PROFIT AND LOSS ACCOUNT 


I will now refer to our profit and loss 
account and the balance sheet. 

Our profit at £1,815,858 is £54,255 higher 
than last year and may be considered satis- 
factory in view of the continued increase 
in running expenses. It will be realised, how- 
ever, that we have not been able to provide 
for the depreciation of our investments out 
of the profits of the year, but have utilised 
a part of our internal reserves for that pur- 
pose. 

Instead of allocating any of our profits to 
our published reserve, we have on this occa- 
sion utilised the whole of our profits in excess 
of the amount required to meet the dividends 
for the purpose of strengthening our internal 
reserves. 


Our investment reserve, buttressed by. 


transfers from less immediately needed re- 
serves, has taken care of the whole of the 
depreciation without unduly depleting our 
contingency reserve. The history of the 
last three months illustrates forcefully the 
need for powerful internal reserves and 
justifies the prudent policy we have always 
followed. 


BALANCE SHEET 


Referring to the balance sheet, our current, 
deposit and other accounts at £1,171 million 
show a comparatively small increase of £22 
million over last year. 


The principal changes in our figures will 
be found on the assets side of the balance 
sheet. The effect of the Government’s opera- 
tion in the funding of a-portion of the floating 
debt is shown in the fall of £62 million to 
£156 million in our holding of Treasury Bills 
and an increase of £87 million to £329 
million in the figure of British Government 
securities. There has also been a welcome 
fall of £65 million in our holding of treasury 
deposit receipts. 


Loans ahd advances at £342 million show a 
further increase of £53 million, and with the 
present high prices ruling and the necessity 
for assisting industry engaged on rearmament 
work, the export trade and agriculture, it is 
difficult to visualise any immediate fall in our 
advances in spite of our determination to re- 
duce the supply of credit for less essential 


purposes. : 


FUTURE EARNING POWER 


With regard to our future earning power, 
much publicity has been given to a figure 
of £25 million per annum, or £16 million 
per annum after tax, by which the 


of the banks are alleged to have benefited 
through the increase by under } per cent. in 
the rate of interest payable on tre total 


Treasury Bill issue of £5,000 million. To. 


begin with, the banks’ holding of Treasury 
Bills at that time was less than {£2,000 
million, the remainder, so far as we know, 
being held mainly on account of Government 
departments and overseas central banks. 
Moreover, simultancously with the raising 
of the Treasury Bill rate and the rate we 
charge the discount market for Call Money, 
our deposit rate was put up to 7 per cent. 


The time deposits of the banks being sub- 
stantially greater than the aggregate of their 
Treasury Bill holding and Call Money, it is 
clear that the additional earnings on those 
items must be largely if not wholly swallowed 
up by the increased interest paid to 
depositors. So the £16 million ofit 
vanishes into thin air but the lie that at 
it lives on. 

Far from having presented the banks with 
a £16 million bonus, the raising of the Bank 
rate and the new monetary policy have begun 
by causing depreciation of our Government 
securities on a scale necessitating large 
provision. Shareholders may view with 
satisfaction the fact that our securities are 
valued in our balance sheet at or under 
market price, for that in itself is a tribute to 
our internal strength. The great bulk of our 
British Government investments are held in 
dated stocks, the large majority with a 
maturity date of less than ten years. We may 
therefore hope to escape ultimate joss; but 
the sharpness of the fall even in dated stocks 
is well illustrated by the fact that seo com- 
paratively short a stock as 25 per cent. 
Savings Bonds 1964-67 suffered a fall 
between December 31, 1950, and the 
lowest point touched a few weeks ago of as 
much as 10 per cent. 


INDIA, PAKISTAN AND BURMA 


Our business in India and Pakistan con- 
tinues to make satisfactory progress, the rise 
in raw. material prices having been reflected 
in an increased demand for banking accom- 
modation. An important development dur- 
ing the year was the fixing of the rupee ratio 
between India and Pakistan, which has 
brought about an improvement in the trad- 
ing relations between the two countries. I 
am sure that the British banks have still an 
important role to fill in India and Pakistan, 
and that their presence there assists in some 
measure in maintaining the traditional . trade 
relationship between these two members of 
the Commonwealth and this country. Ouvr 
vice-chairman, Sir Jeremy Raisman, recently 
visited several of our Eastern branches, and 
close touch with our business in the sub- 
continent is maintained by the periodical 
visits-of executives from this side. 

The new branches in Karachi and Madras, 
to which I referred last year, have since 
been opened and are ing satisfactory 
progress. 

Although conditions in Burma remain un- 
settled, they show some improvement, and 
Our business in Rangoon has been main- 


The officials and staff of our Eastern ~ 


branches maintain a high standard of service, 
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and I would like to offer them my warm 
thanks for what they have accomplished in 
a year of difficult conditions. 


STAFF 


I- referred last year to our staff college 
and training centre and it is pleasing to 
record the progress which is being made in 
both those institutions, the benefits of which, 
both to the bank and to the staff, are 
becoming increasingly evident. 


During the year very careful consideration 
was given to the position of our staff, par- 
ticularly the younger members, in view of 
the continued rise in the cost of living, and 
as a result new salary scales were announced 
for men, women and the non-clerical staff 
which became effective on January 1, 1952. 
In addition, a cost-of-living cash payment is 
being made to the staff in order to assist 
them so far as we are able. 


I record with great pleasure our sincere 
thanks to all the staff for another year’s excel- 
lent service, evidence of which not infre- 
quently comes to our notice from customers 
of the bank. 


OUR LIVELIHOOD IN DANGER 


I have dealt, I fear, much more briefly 
than they deserve, with the affairs of our 
bank because I am amxious to devote as 
much space as possible to the new turn in 
monetary policy and to try to make clear 
that, however painful it may.be, it does hold 
out hope for our future economic recovery. 
Before beginning my survey, however, I want 
to emphasise, particularly at this moment, 
that my remarks are made in no partisan 
spirit. The simple fact is that our national 
standard of living, our daily bread, is in more 
acute danger than ever before in eur long 
history, whether in peace or war. Unless we 
can learn to. pay our way abroad, then, as 
Mr. Butler very truly said, we shall before 
long find ourselves, “bankrupt, idle and 
hungry.” Views may differ about the steps 
which must be taken to ward off that very 
real threat; what is important, as Mr 
Gaitskell urged last October, is that argu- 
ments should be appraised on their own 
merits, that we should argue it out “ peace- 
fully, fully and if possible rationally and 
calmly.” 

To the ordinary citizen, the crisis in our 
overseas payments may weil appear to have 
come upon us out of a clear sky. That is 
n@feoso. Twelve months ago, the danger 
sigfals were already plam for those pre- 
pared to heed them. Since the outbreak of 
war in Korea, the prices of our imports have 
been bounding upwards and the greater part 
of this rise had still to be reflected in shop 
prices. A sharp rise in the cost of living was 
thus inevitable and was bound to provoke 
wage demands which if conceded would in 


their turn impart a fresh twist to the price. 


spiral. With rearmament beginning and tax- 
able capacity already strained to the limit, 
there were all the makings of an inflationary 
upsurge far swifter than the creeping infla- 
tion that had been steadily reducing the pur- 
chasing power of our money. Without a 
curtailment of public spending that would 
involve the reversal of cherished policies the 
purchasing power of the community could 
not, as I argued, be kept within reasonable 
bounds, 


Even twelve months ago, therefore, the 
situation was’ already one of great danger. 
For if there is one lesson of economic ex- 
perience which admits of no dispute, it is 
that a country in which inflation is rampant 
will always experience the greatest difficulty 
in balancing its overseas payments. 


DWINDLING RESERVES 


The present crisis cuts even deeper than 
those of 1947 and 1949, because this time our 


é 


unbalance is not confined to our dollar 
accounts ; it involves our payments with the 
whole outside world, including our partners 
in the European Payments Union and even 
our fellow members of the sterling area. 
Nevertheless, our most immediate danger lies, 
yet again, in the dangerously low /level of our 
still dwindling gold and dollar reserve. 


In this respect the balance of payments 
remained, to outward appearances, reasonably 
healthy up to the middle of last year, when 
the reserves rose to their postwar peak of 
$3,867 million. What, then, accounts for the 
subsequent débdcle, in which well over a 
third of this entire reserve has been lost again 
within the short space of six months ? 
Among the combination of factors respon- 
sible, one of the most important has been 
the abrupt decline early in 1951 of American 
purchases of wool, rubber and tin, which in 
turn brought their prices down again with a 
run. The export earnings of the overseas 
sterling area have thus fallen sharply, while 
on the other hand the prices of most of the 
goods which the sterling area imports have 
remained at boom levels. 


This particularly adverse relationship 
between import and export prices has doubt- 
less been the largest single cause of the heavy 
gold losses that brought us so perilously near 
to the final disaster of a collapse of sterling. 
Does this mean that the whole crisis has been 
dué to influences entirely beyond our control 
and completely independent of our own 
internal policies ? By no means; 


REARMAMENT IMPLICATIONS 


It was quite clear that in a rearming world 
the prices of metals and other commodities 
needed for defence were bound to remain 
high. To balance our overseas accounts with- 
out an impossibly large increase in exports 
some reduction in imports for civil consump- 
tion was therefore imperative. Unfortunately, 
our internal policies were not calculated to 
achieve this. During the first nine months 
of the year.the United Kingdom—which 
imports as much as all the other members 
of the sterling area taken together—-actually 
increased the volume of its imports by one- 
seventh compared with the corresponding 
months of 1950. 


To some extent, admittedly, this increase 
represented the replenishment of stocks which 
had been allowed to run down in the months 
after the outbreak of war in Korea. For the 
rest, it is plainly associated with the expan- 
sion of some 34 per cent. in the volume of 
home consumption during the first half of 
the year. This in turn affords clear proof of 
the inadequacy of the financial measures that 
were intended to bring about an actual cur- 
tailment of consumption in order to make way 
for the demands of rearmament. In the event 
all forms of expenditure—consumption, in- 
vestment and public—have been rising simul- 
taneously. This has been too much for our 
rigid and overloaded economy. The gap 
between these excessive total demands and 
our limited home production has been filled 
by imports; in effect, the surplus spending 
power which could not be satisfied at home, 
even at ever-rising prices, has found its way 
abroad. Z 


STERLING AREA STRESSES 


Throughout the remainder of the sterling 
area, too, imports have been rising— 
sufficiently so, in many cases, to turn a former 
dollar surplus into a dollar deficit in recent 
months. It was indeed only to be expected 
that the enormous rise in the export earn- 
ings of these countries would translate itself 
into an increased demand for goods, and that 
if these were not forthcoming from the 
United Kingdom they would be obtained 
elsewhere. During 1950, this country main- 
tained an export surplus to the rest of the 
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sterling area more than double our defici; 
with the dollar area and much greater than 
the overseas sterling area’s own dollar sur- 

That was a-healthy and normal situ. 
tion—the familiar triangular method ,/ 
settlement. During the first half of 1951, o2 
the other hand, sterling area countries wer- 
no longer being paid for their dollars, fo; 
the most part, in goods and services but in 
1.0.U.s; their sterling balances, in th- 
aggregate, mounted rapidly. In the nex: 
stage—the second of the year—our 
sterling liabilities fell again, but only becau,: 
the overseas holders of these balances were 
drawing upon them to pay for imports from 
outside the sterling area; the I.0.U.s wer: 
being presented for payment. 

All this is placing a great strain on the 
cohesion of the sterling area. If pounds can- 
not be made freely yong wo oe it 
is — important ey should be freely 
convertible into goods, and at competitive 
pe Nothing, of course, would do more :o 
essen these dangerous tensions within the 
Commonwealth than. the restoration of free 
convertibility into dollars, at least on current 
account. At the moment, admittedly, this is 
not practical politics and indeed seems as far 
from achievement as ever. None the less, 
convertibility remains an essential object of 
policy. For years past, the discriminatory 

ictions on dollar imports made necessary 
by the ious level of our reserves have 
been a in the flesh of our American and 
Canadian friends. In their interests scarcely 
less than ours, it is devoutly to be hoped that 
means will be found of effecting that rein- 
forcement of our reserves needed to make 
sterling once again a strong and a free 
currency. 


TIME NEEDED 


But first the immediate crisis must be met. 
While I am confident that the measures now 
being taken are precisely what is needed to 
put us on our feet again, time is needed to 
achieve results, and meanwhile our reserves 
have already been brought very low. 


Two facts will have emerged clearly, | 
trust, from this brief survey of the nature 
and origins of the crisis. First, that when the 
new Government assumed office they were 
confronted with a situation which if not 
desperate was desperately critical. Secondly, 
that this critical state affairs cannot be 
cured unless domestic inflation is checked. 
To some extent, the programme adopted by 
the new Government follows the familiar 
pattern of previous crises. In particular, im- 
ports are to be reduced. This is, of course, 
a pure emergency expedient which helps us 
to gain time but does nothing to remedy the 
underlying situation responsible for the un- 
balance. ——. in earlier crises has 
shown that inflation exists it is difficult 
to cut imports without at the same time 
depressing exports; for the money that would 
have been spent upon imports will still be 
spent and in the process we shall either con- 
sume at home goods that ought to have been 
exported, or divert labour and materials away 
from the export industries to the service of 
the home consumer, 


RETURN TO MONETARY DISCIPLINE 


In one respect, however, the remedia! 
measures adopted do differ from those 
employed on previous occasions—and it is 
fundamental. I sefer to the decision ‘ 
reinforce the physical controls by the use of 
monetary measures. This is the most impor- 
tant change in our official policies for many 
years past and holds out the first real hope 
of escape from the inflationary quagmire 1n 
which we have been floundering since the end 
of the war. Even so, the new measures should 
not become the subject of acute political con- 
troversy, for in October Mr Gaitskell stated 


that further action would be required not only 
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through direct controls but “as far as prac- 
ticable through credit restriction.” What is 
in dispute, therefore, is nothing more than 
the limits of what it is practicable to achieve 
by means Of restrictions on credit, That is 
a practical question about. which men may 
reasonably differ, but it; cannot justly be 
presented as a basic difference in economic 
or political phi y; it concerns merely 
the means to an end, not the end itself, which 
by universal agreement is to stop inflation. 


THE INFLATION PROBLEM 


Let me present the inflation problem as 
I see it. First, the fact that prices have been 
spiralling upwards for years means that 
spending has been out-running production. 
Secondly, if people have, in this sense, been 
spending too much, it is because they have 
had too much money, in relation to the goods 
available. And this in turn means—since 
balances held on current account or deposit 
account with the banks are by far the most 
important form of spending power in a 
developed community—that bank deposits 
have been excessive. It is true that for some 
time past the rate of expansion in bank 
deposits has been very small; since 1947 
the growth in incomes has been made possible 
by a more rapid turnover of existing bank 
deposits rather than by further additions to 
their total. Nevertheless, there has at all times 
been more than enough money in existerice 
to feed the inflation ; what we have needed 
has been an actual reduction in the volume 
of deposits. -I am sure that this is absolutely 
common ground between the parties, since 
two policies of the former Government—that 
of budgeting for large surpluses and of dis- 
couraging certain types of bank lIending— 
were clearly designed to keep down and if 
possible to reduce the volume of deposits. 


NO FAILURE BY BANKS 


How is it that these policies did not achieve 
their purpose ? Consider first the discourage- 
ment of certain types of bank lending. As 
we all know, bank advances have risen in 
spite of this. There is no suggestion, to my 
knowledge, that this reflects any failure on 
the part of the banks to exercise the restraint 
which had been urged upon us ; on the con- 
trary, successive Chancellors have readily 
acknowledged the co-operation they have 
received from the banks. Indeed, the fact 
that personal and professional loans—the 
category most likely to’ reflect the incidence 
of official policy—have steadily declined from 
some 30 per cent. of the total to only 21.6 per 
cent. in the latest returns testifies to the 
restraint which has im fact been exercised. 


The difficulty is that when costs and prices 
are rising fast it is impossible, with the best 
will in the world, to prevent an expansion 
in the money total of advances if legitimate 
trade is not to be hampered. Thus, even 
now that the restrictions on lending have 
been intensified, it will be surprising if the 
total of advances does not continue to expand 
for a few months. Once the germ of infia- 
tion is in the system, the utmost restraint in 
bank lending cannot be expected to eradicate 
the inflation by itself. 


Bank advances, then, were bound to rise. 
It follows that if deposits were to be reduced, 
this could only be made possible by a more 
than equivalent reduction in other bank 
assets. It is true that during the two years 
to October, 1951, there was a substantial 
contraction in those assets of the clearing 
banks (such as Treasury Bills and Treasury 
deposit. receipts) which form the counter- 
part of Government borrowing; but to a 
large extent that was undoubtedly a reflec- 
tion of the heavy external deficit and the 
Exchange Account’s losses of gold, rather 
than of a strong budgetary position. 
in any case more than outweighed by the 
expansion in over the same 


advances ’ 
so that deposits rose instead of falling. 


DEPOSITS AND CASH RATIO 


But, it will be objected, the volume of 
bank deposits is rigidly linked, by the main- 
tenance of an 8 per cent. cash ratio, to the 
amount of bank cash reserves. If the 
authorities were jous to keep down the 
\volume of deposits, could they not easily 
have done this at any time simply by re- 
fusing to make available the additional cash 
needed to carry any additional deposits ? 
That is indeed so. But the adoption of this 
method was ruled out, until the recent 
change of policy, by the determination to 
prevent any rise in the Treasury Bill rate 
from the exceptionally low level of around 
4 per cent. at which it had been pegged. 


Let me show by a simple—perhaps over- 
simplified—example how this operated, 
always bearing in mind the 8 per cent. cash 
ratio to which the banks adhere. - If bank 
advances rose by £100 million, increasing 
deposits by the same amount, the banks 
would have to keep an additional £8 million 
of cash, and to obtain it they would, other 
things being equal, restrict their purchases 
of Treasury Bills. This would immediately 
leave the discount market short of funds and 
would therefore tend to drive the Treasury 
Bill rate up. But other things were not 
equal. At the first sign of stringency the 
so-called “ special buyer ”—the official dealer 
—intervened in the market as a buyer of 
bills, paying for them by drafts on the Bank 
of England. The proceeds of these would 
swell the clearing banks’ balances at the Bank 
of England which, together with our till 
money, make up our cash reserves. Before 
the war, the banks would normally have had 
to reduce investments to finance the addi- 
tional £100 million of advances, a process 
that would restore deposits to their original 
level. Instead, they now found themselves 
automatically provided with the additional 
£8 million of cash with which tq.carry the 
advances and the rise in deposits could go 
gaily on. 


TWO SIGNIFICANT STEPS 


To end this system by which the Treasury 
Bill rate was pegged at 4 per cent. was thus 
the first indispensable step towards the re- 
sumption of control by the authorities over 
the supply of bank cash, and therefore of 
control over the volume of bank deposits. 
That has been done, at the cost of a rise of 
no more than } per cent. in the Treasury 
Bill rate. At the same time, two other steps 
of great significance have been taken. The 
first was the issue of £1,000 million of 
Funding Loan, a large share-of which has 
been subscribed by the banks in exchange 
for Treasury Bills. ‘The result has been to 
effect a sweeping reduction in our moncy 
market assets, which have been brought 
down very near to the level which the banks 
have regarded in the past as the minimum 
needed to reinforce the cash reserves. _ 


This is of fandamental importance ; for it 
is a move towards the restoration of the pre- 
war situation in which a rise in advances 
would normally be offset by a compensating 
change in the investment portfolio and for 
that reason would normally leave unchanged 
the volume of deposits. If, as is to be 
expected, still more Treasury Bills are retired 
in the next few months out of the very 
large tax payments which flow into ‘the 
Exchequer at this time of year, the situation 
later in the year may not be very different 
from that we knew before 1939. In the case 
of our own bank, the combined total of our 
cash, money market assets and Treasury 
deposit receipts was equivalent on December 
31st to 34.4 per cent, of deposits. 


— the banks have been Fang ea 
to give still greater emphasis to former 
of refusing make ; 
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needs of essential industries engaged on re- 
armament work, on the production of 
exports or on other activities of the first im- 
portarice, such as the production of food. In 
the new situation, the priority accorded to 
these essential activities will necessitate 
greater restriction of credit for all less 
essential purposes, though it goes without 
saying that we shal] continue to treat every 
customer with the utmost consideration 
which is compatible with the carrying out of 
national policy. 


OBJECTIVES OF THE NEW POLICY 


All this, in brief outline, is what is meant 
by the use of monetary weapons. Next I 
must try to explain precisely what the policy 
is designed to achieve. ‘How will it help to 
cure the many economic ailments that we 
have contracted during the years of infla- 
tion ? The intention of the authorities is, by 
keeping a tight rein on the supply of money, 
to reduce spending. Hitherto, though many 
sections of the community have been feeling 
the pinch of higher prices, the nation as a 
whole has had money to burn ; henceforth, 
in this as in more literal respects, there will 
be a shortage of fuel. 


To curb spending is, of course, also the 
object of such physical controls as the re- 
striction of imports, the allocation of steel, 
the issue of building licences. Such controls 
are to continue for a time at least. But there 
is an important distinction between physical 
controls and the monetary restraints. When 
the curb on spending comes from the fact 
that each of us, individually, is forced to 
economise, the decisions are taken by the 
person who in each case is most closely 
affected and has most knowledge of zthe 
relevant facts, including his own circum- 
stances and preferences. The classification of 
objects of ex iture into “essentials ” aid 
“ inessentials ” .may be convenient admini- 
stratively, but it is none the less purely 
arbitrary ; d a certain point these are 
question-begging terms. 


WISE HANDLING OF MONEY 


It is this distinction—the decentralisation 
of economic judgments—which, in my view, 
makes a properly working monetary system 
infinitely more efficient, «nd even more 
democratic, than rationing and controls as the 
normal method of regulating our economic 
life. When the monetary system is func- 
tioning properly, costs and prices indicate 
correctly the true scarcity of goods and ser- 
vicés ; the price system provides us with a 
tational guide to economic condift, and we 
no longer have to depend upon the arbitrary 
guesses of well-intentioned but necessarily far 
less than omniscient planners. I am far from 
asserting that this classical doctrine can be 
applied blindly ; but in this generation we 
seem to have forgotten the rule and remember 
only the exceptions. The invention of money 
was one of the great steps forward in the 
development of mankind. Wisely handled, 
the monetary mechanism is an instrument 
of great delicacy, yet great power. It has 
been thrown out of gear and must be set to 
work again. 


How far must this restraint of spending be 
carried ? <The basic rule is that it is one 
man’s spending which creates another man’s 
income. The object, clearly, is so to restrain 
expenditure that incomes as a whole at least 
cease to expand, except as the counterpart 
of increases in output. There is no question 
of seeking abruptly to bring down prices by 
cuts in wages or the deliberate creation of 
mass unemployment. Once an inflation has 
taken place, it is almost impossible to put the 
clock back; deflation carried to extreme 
I ee ee en 

, like i i can give rise to much 
social injustice hardship. - 
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INCREASED PRODUCTIVITY THE SOLUTION 


If the cost of living is to be brought down 
again, the reduction must come from other 
factors than cuts in money earnings. A fall 
in import prices would help, but it would 
clearly be unwise to count on this in the 
immediate future. The real solution must 
be an all-round increase in productivity. / No- 
body could contend that in the hot-house 
atmosphere of inflation our labour force Has 
either been distributed to the best advantage 
between industries pr has been working flat 
out. Now the windows are open again and 
the invigorating effect may work wonders. 


All this may seem very remote from specific 
problems of great urgency, such as the need 
for more coal, the need to fill the half-million 
or more vacant jobs in defence industry, to 
curb imports and step up exports. In reality, 
it has the closest possible bearing on all such 
matters. To halt inflation admittedly will 
not solve all our problems overnight, but it 
is the first indispensable step and may well 
open up the way to a solution of problems 
that have seemed literally insoluble so long 
as inflation has persisted. 


If the inflation is halted, the community 
as a whole will find itself in the position of 
a prudent housewife deciding how best to 
spend a strictly limited family income. If 
the prices of essentials rise, she is left with 
less to spend on non-essentials and must buy 
less of them; and we all know that rises 
have already taken place or are impending in 
the prices of many undoubted essentials, such 
as fuel and transport. 


DESPERATE NEED OF COAL 


How does this affect the particular 
problems I have mentioned? Everybod 
knows that we desperately need more coal. 
This means that we desperately need more 
miners and more output from every man in 
the mines. A few weeks ago the coalminers 
were awarded the largest increase in wages in 
the history of the industry. If this succeeds 
in attracting more men to the mines, no 
money could be better spent. But under the 
inflationary conditions we have known 
hitherto there could be little prospect that 
the wage increase would in fact achieve this 
purpose. 

.This is because under inflation every 
industry, however questionable its contribu- 
tion to the national wellbeing, is able to earn 
abnormally high paper profits. Employers 
even in the least essential industries are thus 
able to offer good wages and anxious to hang 
on to their workpeople even if trade is 
temporarilp slack, while the employees in 
their turn have no incentive to give up their 
secure billets to seek more essential work, 
possibly more arduous, less conveniently near 
to their homes. 


So, in a«state of inflation, the award of 
higher wages to the coalminers, which is 
perfectly justified and indeed highly desirable 
from the national point of view, is likely to 
provoke demands for higher wages in othec 
industries ; and if these are conceded, as in 
such conditions they must be, this will defeat 
the whole purpose of the original award. 
Mining will soon cease to be, as was intended, 
more attractive than comparable occupations ; 
the higher wages paid to other workers will 
not only reduce the differential in money 
wages between mining and other employ- 
ments; it will raise the prices of the things the 
miner has to buy and lower his real standard 
of living. 


EFFECT OF STABLE INCOMES 


Once the total of money incomes is kept 
stable none of these consequences will follow. 
Having to pay more for its coal, the com- 
munity will have less to spend on other 
things. If the price of those other-things is 


raised by wage demands, the workers con- 
cerned will face a still greater shrinkage in 
the demand for their products. It is this 
shrinkage in the demand for their products, 
rather than curtailment of bank credit, that 
is likely to be the main reason for any con- 
traction in the inessential industries during 
the months ahead. 


Once inflation is halted, we need no longer 
fear a wages spiral. There need be no inhibi- 
tions about granting higher wages in the 
industries to which it is sought to. attract 
workers ; and the trade unions will be free to 
resume their proper and valuable function of 
ensuring that their members obtain the 
highest wagés that the traffic will bear. 
Nothing in the new policies, therefore, can 
be considered inimical to the interests of 
labour, and it is a great source of national 
strength that the T.U.C. have promised their 
co-operation to the new Government. Unless 
all sections can in fact pull together, we shall 
sink together. 


TRANSFER OF LABOUR 


In discussing the particular example of 
coal, we have answered by implication the 
more general question of how to effect the 
necessary transfer of labour to rearmament 
industry and the essential industries as a 
whole. Given an end to inflation, the people 
will no longer have the money to spend on 
the products of the less essential industries. 
Profits, turnover and employment in those 
industries will contract, as it is desirable in 
the national interest that they should. 
Workers will be released to make their way 
to the expanding defence and export indus- 
tries. And with half a million or more 
vacancies to be filled in the essential sector, 
there can be no danger that the contraction 
elsewhere will give rise to any lasting unem- 
ployment. I recognise that even transitional 
unemployment means hardship for the indi- 
viduals concerned, but the alternative—if the 
necessary redistribution of labour is not 
effected—is mass unemployment due to 
inability to buy raw materials. 


By thus loosening the rigidities of our 
economy, the halting of inflation will help at 
the same time towards the supreme objective, 
which is to rectify our balance of payments. 
Indeed, the elimination of excessive monetary 
demand will assist in a number of ways. 
We have already seen that the untimely in- 
crease in the volume of imports during 1951 
was due at least in part to the fact that home 
consumption was rising when it should have 
been falling. The inflated home demand for 
goods and services must also Have been a 
factor impeding the expansion of exports. A 
slackening in home demand will not enable 
us to sell goods abroad if the markets for 
om rot Nga? or if we are Scan to meet 
the challenge reviving Japanese and 
German competition; but it will at least 
— goods for our exporters to try to sell 
abroad. 


STIMULUS TO SAVINGS 


These, then, are some of the reasons wh 
I believe the a to set to 
once again our rusty ‘orgotten 
machine to have been a decisive 
point. They are by no means the 
story. I have concentrated on one simple 
aspect of the question: the fact that if 


incomes are limited higher prices in one. 


direction mean less spending ' in other direc- 


‘ tions, and some of the beneficial consequences 
that flow from that fact. But in this sphere 

succeeds like success, 
makes 


above all nothing 
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tion can transform the whole atmosph..- 
Given a reasonable prospect of stable pri... 
consumers, business men and even pub. 
authorities will be more willing to postpo:. 
inessential expenditure. Still more wil! ; 
be the case if money is no longer cheap .: 
abundant and if the expenditure in ques: 
must be financed the sale of securi: 
the prices of which have been depressed 
the adoption of the new monetary policy 


To end inflation, in other words, is 
greatest conceivable stimulus to saving ; 
a revival of saving, in turn, is one of the | 
things which would make possible that rec 
tion in taxation which above all else 
needed to restore incentive and. stimu’ 
production. That does not, of course, mii - 
it any the less imperative to curb the exc. 
sive public chaenainie eich is at the ; 
of the inflation. In face of rising prices .: 
rising defence expenditure, however, it \ 
be no small achievement to keep budget «x- 
penditure at its present level. Some rem. 
sion of taxation may nevertheless be possib'» 
if personal saving can be revived; for 
would then no longer be necessary to aim 
huge budgetary surpluses. 


CONCLUSION 
Let me recapitulate 
policy: 
To preserve the spending power of the ; 
and to halt the rise in the cost of living. 


To effect as painlessly as may be «| 
transfer of labour to essential industries. 


To rectify the fundamental weakness ‘a 


the objectives 


our balance of payments. 


The people, sheltered by subsidies an. 
other devices from the play of ultimately :n- 
escapable economic forces, remain for the 


monetary policy, to study the case I hav: 
tried to make. He who, from ignorance 0: 
prejudice, obstructs such measures now w:!! 
be taking upon himself a terrible respon- 
sibility. 

_T would conclude with a final word abou 
rising prices. The inconvenience and hari- 
pos oe are suffering are considerable 

should underestimate them, nor 
condemn out of hand the efforts anyone my 
make to try to maintain his standard of 
But there is this special danger in 
i people think of 
a further dose of inflation as just a little more 
i before, if perhaps 4 
would not be like that ‘ 
get out of hand. 
in this country, 
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MIDLAND BANK LIMITED 


DETERIORATION IN NATION’S ECONOMIC HEALTH 
URGENCY OF REMEDIAL ACTION NECESSITATES ALL-ROUND CO-OPERATION 
ILLUSIONS CREATED OR FOSTERED BY INFLATION 
STATEMENT BY THE LATE CHAIRMAN 


The one hundred and sixteenth annual 
general meeting of Midland Bank Limited 
vill be held on February 15 at the head 
office, Poultry, Londen, E.C. 


The directors deeply regret the loss, by 
sudden death, of their distinguished chair- 
man, The Most Hon. The Marquess of 
Linhthgow. In the circumstances, they feel 
it would accord with the wishes of the share- 
holders that his statement, which was at an 
advanced stage of preparation at the time of 
his death, should be circulated without 
amendment. Extracts therefrom follow. 


In my statement a- year ago I noted the 
progress which seemed to have been made, 
on the test of generally accepted data, 
towards equilibrium on the balance of pay- 
ments of the United Kingdom and the 
sterling area as a whole; at the same time, 
however, I suggested that the prime cause 
of anxiety for the immediate future was to 
be seen in the continuance, and perhaps 
intensification, of inflationary pressure 
within the national economy. The close con- 
nection between these two elements in the 
situation has been abundantly demonstrated 
in the course of events over the past year. 
Inflationary pressure has found expression 
in an accelerated — of — a 
purchasing power i pound, while a 
dramatic change has manifested itself in the 
international position of sterling. The 
balance of payments of the United Kingdom, 
and indeed of the entire sterling area, has 
undergone a sharp deterioration ; the steady 
building up of gold and dollar reserves was 
succeeded by an alarming drain, accom- 
panied by a reversal of the creditor position 
earlier established in the operations of the 
European Payments Union. 


It is a difficult time at which to comment 
constructively on such a manifestation of 
weakness. Various measures aimed at 
arresting the deterioration and strengthen- 
ing the bases of recovery are being applied, 
and until a more comprehensive plan of 
action has been worked out than could have 
been elaborated at this oe gene sae i 
premature to judgment something 
less than helpful to press detailed proposals. 
What can perhaps be done, by way of con- 
structive assistance to those ingen aan for 
shaping policy and action, is to e some 
contribution towards a wider understand- 
ing’ of the nature of the difficulties that must 
be overcome before economic health can be 
fully restored. No one, surely, can be so 
complacent as to suppose that such a task 
is redundant or that the educative process 
has been completed by the impact of the 
series of economic “crises” experienced 
since the end of the war. 


THE SETBACK OF 1951 


The record of 1951 is a disappointing set- 
back to the high hopes that had been engen- 
dered by a period of comparative steadiness 
and reinforcement, supported by. American 
aid and fostered i 


tension. 
world prices of many primary commodities 
served to enlarge ie gold and dollar re- 


pen 


sources of the sterling area; on the other 
hand, it combined with the secondary effects 
of devaluation to bring about a marked in- 
crease in the cost Of many raw materials used 
in British industry ; and the all-round lever- 
ing up of industrial costs has only latterly 
been slightly relieved by some decline in 
primary prices from the peak of the upward 
movement. The necessity of swift rearma- 
mént within a concerted plan of Western de- 
fence has imposed upon our productive 
capacity a requirement the magnitude of 
which has perhaps scarcely yet been gener- 
ally appreciated. With that superimposed re- 
uirement, however, it has become clearer 

an ever before that we in this country have 
been living under a condition of continuous 
overstrain of economic resources. The 
quickened depreciation of the pound and the 
violent disturbance of the balance of pay- 
ments are correctly to be regarded as more 
than ordinarily conspicuous and convincing 
evidence of a long-standing condition. The 
new demand upon the national resources 
tipped the scales, in an unsteady balance, so 
that the weight of excessive demand made 
itself apparent in unmistakable terms. 


I tried to show last year that the prospec- 
tive rearmament demand would call for a 
substantial diversion of growing productive 
resources, and suggested that it ought to be 
brought about primarily at the expense of 
current consumption. The records show that 
in fact this redirection of productive effort 
did not take place in the smooth and orderly 
manner that might have been hoped for— 
indeed, the volume of consumption seems to 
have been maintained in 1951 at the previous 
year’s level—and the failure must be attri- 
buted, on the evidence, to the continued in- 
flexibility of our economic system. In an 
economy like ours, peculiarly bound up with 
international trade and therefore sensitive to 
abrupt changes in world conditions, a high 
degree of adaptability is required ; and this 
is all the more necessary when, as through- 
out the postwar period, productive capacity 
is fully engaged, with little or no slack to be 
taken up in response to a sudden expansion 
of a particular element of demand. Even 
before rearmament became an important 
factor, there had been continuing pressure 
to take more out of the national product in 
consumption, on governmental and private 
account together, than would allow for all 
the capital reconstruction and improvement 
that might have been justified under other 
conditions. The rearmament p r 
introduced a new competing dem which 
involved considerable recasting of the pat- 
tern of production as well as substantial 
diversion of the product of industry away 
from consumption or capital construction. 
The required adaptation was not forth- 
coming. . 

Apart altogether from familiar price 
indices and figures of goid reserves and 
balance of payments estimates, evidence of 
this lack of adaptability is to be found in a 
variety of forms. It can be seen, for one 
thing, in the excessive demand for some 
kinds of labour, contrasted with a shortfall 


directly or indirectly 
contracts, while it is understood that workers 


sae 


are being retained in some places in excess 
of current requirements for fear of inability 
to Trecruit when restored supplies of raw 
materials, re-expansion of consumer demand 
or other factors make full running possible 
again. In contrast, many thousands of em- 
ployees elsewhere are working short time, 
some because of a shrinkage of current 
demand for their products, others because of 
an irregular flow of materials. Clearly, 
skilled workers cannot be switched freely 
and swiftly from one kind of process to a 
totally different occupation ; but there seems 
to have developed too close an adhesion of 
the particular man to the particular job—a 
degree of rigidity in the supply of labour 
which is traceable to many factors, including 
housing difficulties and travel problems, as 
well as direct inducements embodied in 
individual terms of employment. Further 
evidence of strain is to 
sion in some trades to lengthening delivery 
dates and renewed difficulty in accepting 
orders for export markets. Irregularity in 
the supply of materials, not to mention fuel 
and power, and immobility of labour are 
incontrovertible evidence of the sustained 
pull of excessive demand on limited, though 
stil growing, productive capacity. 

Symptoms of strain are to be seen also 
on the financial side of affairs. Year by year, 
the budget has been so framed as to exert 
a counter-inflationary effect by withdrawing 
monetary resources from consumers and those 
who might otherwise set up undue demands 
for capital goods ; but every addition to the 
burden. of taxation has entrenched further 
upon the ability and willingness of the indi- 
vidual to maintain his personal savings, and 
has thus to a large extent defeated its own 
purpose. The incomplete effectiveness of 
counter-inflationary budgets—given an 
already high level of taxation—has been 
reflected in the reappearance of the spiral of 
costs and prices. In the first eleven months 
of 1951 nearly 12 million workers werc 
affected by rises in wage rates, computed to 
have added roughly 7 per cent. to the national 
wages bill, and these are far larger aggre- 
gates than in any preceding year. Similarly, 
the rise in the index number of retail prices 
has been more pronounced than over any, 
equal period since the end of the war. 


REMEDIAL MEASURES 


It would be absurd to look for a single 
remedy for oversttain and aga? resulting 


from this complex of factors. irect cur~ 


tailment of public and private capital con- 


struction has been ‘resorted to more than once 
already, as has direct restriction of imports, 
and no one supposes that these alone will 
this time be more lastingly effective than in 
the past. There is room for fiscal measures, 
though at. this stage probably only by re- 

ting the burden so as to increase the 
incentives. to work and resourcefulness, 
rather than by aiming at a more powerful 


seen in a rever-" 
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some of the less urgent demands upon the 
nation’s productive capacity. Beyond all these 
measures, however, is the meed—progres- 
sively insistent for many years stretching back 
into prewar times—for greater elasticity in 
the economic system as a whole and the 
requirement, which has characterised more 
particularly the postwar phase, of a general 
slackening of tension throughout the produc- 
tive and trading organism. 


Government measures, however wisely 
conceived and judiciously applied, cannot 
alone bring about this restoration of the 
quality of responsiveness and adaptability. 
Complete and speedy success, bringing its 
benefits to all sections of an inter-dependent 
community, requires the full co-operation of 
all—co-operation springing from conviction 
as to the nature of the requirements and the 
urgency of remedial action. Whatever 
Government may be holding office for the 
time being, it must for this purpose be able 
to count upon enlightened support for a 
plainly expounded policy, fair in its incidence 
and designed to serve the national interest 
as a whole. On this account encouragement 
is to be derived from the statesmanlike de- 
claration by the General Council. of the 
T.U.C. of its readiness to co-operate with the 
new Government in finding “ practical solu- 
tions to the social and economic problems 
facing this country ” and to advocate policies 
which it “ believes to be in the best interests 
of the country as a whole.” Nowhere ‘is 
general understanding of the basic issues 
more necessary than in relation to monetary 
policy, and perhaps the most useful ground- 
work that cati be done in this field is to 
identify and expose in the plainest possible 
terms some of the illusions created or fostered 
by inflation. They seem to me to group 


- themselves conveniently under four headings. 


ILLUSIONS FOSTERED BY INFLATION 


The first may be called the illusion of wel- 
fare, which springs from the fact that inflation 
is usually accompanied by over-full employ- 
ment with rising incomes—incomes swollen 
not only by successive imcreases in wage 
rates, but also by a variety of incentive pay- 
ments and amenities and by opportunities of 
work at overtime or other special rates. Too 
often it is forgotten that the inevitable con- 
comitant of inflation is a cumulative rise in 
prices, including even the basic and subsidised 
living costs. There is a tendency; moreover, 
to overlook the growing number of cases of 
hardship that arise where incomes are rela- 
tively, or indeed quite, unresponsive to aise 
in the cost of living. Yet another incident of 
the general process is that the burden of 
taxation tends to grow, if only because of the 
diminution of the real value of income tax 

,allowances and the movément of increasing 
incomes into the range of high tax rates. 
Thus inflation accounts for the fact that, 
despite successive postwar Budget reliefs for 


~ smaller incomes, the number of people paying 


income tax to-day is larger than ever before. 
Taking all things together, then, it is justifi- 
able to say that the nominal enlargement of 
welfare is to some extent illusory. To illus- 
trate the danger of the illusion, which became 
apparent in the history of not a few countries 
after the first world war, it would be possible 
to have in the United Kingdom several tens 
af millions of millionaires ; but it would be a 
country well on the way to ruin, and many of 
its citizens, though millionaires, would already 
have been ruined. 


Secondly, there is the illusion of security. 
The loss of value of. accumulated savings, 
through long-continued inflation, has latterly 
become widely appreciated and may indeed 
have been a deterrent to fresh saving out of 
current incomes, thus giving added impetus 
to the inflationary trend. Less widely appre- 
hended are the similar effects upon the 
adequacy of personal provision against mis- 
fortune, as through life insurance and’ con- 


tributory schemes for the protection of 
widows and orphans. 
ments presuppose a more or Itss stable value 
of money, and the momentary satisfaction to 
be derived from a growing income in terms 
of money is all too little to set against the 
risk that provision for dependants which 
seemed adequate when the arrangements 
were made should turn out to be so deficient, 
when the need arises, as to condemn them to 
uncovenanted hardship. The same observa- 
tion would apply to pension schemes under 
which some part of an individual’s immediate 
spending power is forgone for the sake of 
an income in old age which may turn out to 
be far smialler in terms of necessary g 
and services than he had been entitled to 
expect. Closely related to such private 
frustrations are the inroads made by inflation 
upon social service provisions, exemplified 
by the severe cut in the value of the family 
allowance since the payment of five shillings 
a week for each child after the first was 
enacted by Parliament in 1945. 


A third count in the indictment of infla- 
tion is on the ground that it creates an illu- 
sion of greater progress than is in fact being 
achieved. This is well illustrated by the 
tendency to treat a rise in such figures as the 
total of bank deposits or the turnover of trade 
as measures of business expansion when they 
may reflect nothing more than a rising level 
of prices and costs. Under similar conditions 
a growth of national income is deceptive 
until the figures are adjusted on to a common 
price basis, while the amounts applied out 
of current income to the improvement of 
economic and social capital may likewise be 
overstated. Compilers and interpreters of 
such statistics for public information find it 
a hard task to present the figures in a way 
that will defeat their inevitable tendency to 
deceive, and almost impossible to guard 
against the ever-present risk that less skilled 
commentators may be also less scrupulous to 
present the statistics with all necessary, quali- 
fications. It is so much easier to take the 
figures at their face value. 


Closely allied with the illusions of welfare, 
security and progress is the illusion of pros- 
perity. In times of inflation business profits, 
as ordinarily computed, show an expansive 
trend, and Government revenue from the 
taxation of profits is correspondingly buoyant. 
But just because profits are easier to make 
than in more rigorous times the incentives to 
economical production and distribution are 
weakened. In reauty, the profits themselves 
are largely illusory. The generally accepted 
system of accountancy, sanctioned by law and 
by tax practice, presumes a stable monetary 
unit, having the same value over a long period 
and for all business purposes. When, as 
happens in an saarsega” period, various 
items of running costs and revenues, liabili- 
ties and assets are reckoned in units of differ- 
ent value the upshot of the whole accounting 
exercise is falsified. As is now becoming 
clear to businessmen if not to the public 
generally, growing nominal profits have come 
to represent in part the “gain” resulting 
from the rise in values of stocks of goods— 
which will have to be replaced, when sold, 
at the higher level of prices—and from apply- 
ing to the replacement of fixed assets a 
depreciation allowance which will go only 
part of the way to finance replacement at a 
much heavier monetary cost. In such cir- 
cumstances a wise business management will 
set aside, to additional reserves, a large part 
of the accounting “ profits,” but the illusion 
has already been created by the announce- 
ment of increased profits, and tax has already 
been levied on this fortuitously swollen figure. 
Thus some part of the tax on profits—and 
perhaps even some part of the dividend paid 
out—may in effect have been levied on the 
capital in the business, while’ true — so 
far from increasing, may in reality have been 
shrinking. 


The process of inflation in this country 


All such arrange-- more, by way of 
struction 
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is evidence of a persistent attempt to do 
consumption, capital con- 

and defence, than our current pro- 
ductive resources and effort would justify— 
an attempt, that is, to live beyond our 
means. We need, however, to note that 
productive resources can be overstrained 
either—or both—because the demands made 
upon them are too large or too highly con- 
centrated at particular points, or because t!\- 
resources are not deployed in the best po.- 
sible way. From this it follows thar 4 
relaxation of the strain does not necessari!y 
call for a ruthless curtailment of demand : 
it may be brought about largely or who!!y 
by a better use of available resources, or, 
in the accepted phrase, by higher produc- 
tivity if within this term be included the 
provision of basic services essential to 
regular flow of raw materials and com- 
ponents throughout industry and, in addition, 
a ready adaptability to changes in the com- 
position of demand. us we are brought 
back to the fundamental need of a chanze 
in the whole bodily condition of our economic 
organism. 


CORRECTIVE POLICY 


It was no doubt with this need in mind 
that the Chancellor of the Exchequer, when 
changes in monetary arrange- 

ments “ef in November, spoke of the 
necessity of “producing the right financial 
climate” in order that the Government’s 
“ intention to make and keep sterling strong ” 
should be carried out. It was reassuring to 
note in the same statement clear recognition 
of the fact that drastic unregulated deflation 
is nO proper corrective for inflation. True, 
it reverses the trend of monetary conditions ; 
but experience between the two wars, here 
and elsewhere, showed that it creates as 
many grave difficulties, multiple frictions and 
gross inequities as it can ever remove by the 
arresting of inflation. Too often the attempt 
has been made to go back in our tracks— 
with disastrous results, I am not sure that 
the use of the word “ disinflation ” as some- 
nw 5 readily to be distinguished from 
deflation” is he to an understanding 
of what is required; but there is sound 
reasoning in the attempt to bring about the 
removal of the: inflationary element of 
demand, so as to achieve a steady equilibrium 
in the monetary system, while avoiding 
resort to indiscriminate and ruthless mone- 
tary deflation. The one course of action, 
recognising that much of what is done cannot 
be undone, is designed to arrest the infia- 
tionary process and re-establish a firm 
foundation. for the future advancement of 
the general welfare; the other creates a 
whole new set of violent disturbances and 
distortions, and thereby further postpones the 
establishment of a healthy basis for a sus- 
tained high level of economic activity. Un- 
controlled deflation ignores the dividing line 
between full employment and serious under- 
employment ; what is called disinflation—or, 
with due regard for the signi of the 
adjective, controlled deflation—if skilfully 
managed, is carefully regulated with clos¢ 
and continuous regard for the dividing line 
between over-full and full employment, 
between debilitating strain and continuous 


healthy activity. 


of this sort, however, 
cannot safely be charged with the entx 
responsibility for restoring health to our 
economic system. As already indicated, | 
has properly to be regarded as one part of 
a general assault on rigidity and inflexibility 
ee the economic system. There a 
¢ main guiding principle for action. — 

it could be generally accepted, as the logical 
outcome of intelligent understanding of the 
nature of our ills, then those responsible for 

ing the course of national affairs and 
of business policies would be 
to restoring 
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eneral agreement on guiding principles—or 

‘f public attention should be distracted by 
non-essential differences—the ultimate re- 
storation of economic health can come about 
only by way of incalculable hardship, dis- 
ruption and disaffection. 


RECENT MONETARY MEASURES—EFFECTS ON 
THE BANKS 


In fulfilment of the Government’s “ inten- 
tion,” as just quoted in the words of the 
Chancellor of the Exchequer, among the first 
measures announced was an attempt to bring 
about “a clear change of emphasis” in 
monetary coffditions. It was made evident 
that the banks would have an important part 
to play in this.reshaping of the financial back- 
ground of public and private business, and 
their conception of the requirement thus 
placed upon them was plainly expressed in 
the “ warning” and “ appeal for co-opera- 
tion” issued to the public through the press 
at the end of November. While, to quote 
the Chancellor again, “any sharp attempt 
to try to switch to drastic deflation would be 
unwise,” the aim is to establish conditions 
in which credit will be available only for 
essential purposes and only in the minimum 
amounts indispensable for such purposes. 
The changed position of the banks, with 
their liquidity sharply reduced by the fund- 
ing of Treasury Bills and with a closer hold 
by the authorities on the cash base, and the 
new Official statement of the standards to be 
ipplied to the purposes for which bank credit 
should be made available are both directed 
to this end. The banks will be faced with 
many difficulties in carrying out .this policy, 
but, as hitherto, can be relied upon to give 
the authorities their full co-operation in 
making the policy effective for the long-run 
benefit of the national economy. At the same 
time, the needs of @ssential production and 
trade can assuredly count upon receiving the 
most sympathetic consideration. 


It is perhaps not surprising that critics of 
the Government’s policy should have aimed 
their fire largely at the banks, notwithstand- 
ing their innocence of any part in shaping it 
and the fact that the banks had long been 
receiving am inadequate return from short- 
term Government borrowing. The particu- 
lar presumption which is held to bring the 
banks properly under criticism is that the 
recent all-round rise in interest rates will 
yield them—so jt is alleged—wholly un- 
warrantable enrichment at the expense of the 
taxpayer and, more especially, the borrowing 
customer, The wide dissemifiation of this 
allegation and its ease of repetition and 
acceptance make it necessary to give an objec- 
uve reply. - 


NECESSARY FORTIFICATION OF FINANCIAL 
POSITION 


The monthly returns of assets and liabili- 
ties of the London clearing banks provide a 
basis for an enlightening piece of arithmetic. 
From these. figures anyone can deduce that 
the net addition to the annual gross revenues 
of the banks brought about directly through 
the officially actuated rise in rates on various 
bank assets—that is to say, on their holdings 
of bills and the new funding stocks, together 
with their short loans—offset by higher out- 
goings in deposit interest, probably works out 
at about £6m. before allowing for any con- 
tinuance of the upward trend in costs of 
operation. Of this sum, however, the amount 
left at the disposal of the banks would be 
less than one-half, the larger part being paid 
over to the Exchequer by way of profits tax 
and income tax—to take no account of any 
possible further taxation of profits. As for 
the remaining few millions of pounds, it can 
by no means be considered as an addition 
to profits freely availa’ if the directorates 
of the banks were favourable to such a course, 


for distribution to shareholders in increased 
dividends—in. which event, by the way, the 
share taken in taxation would be automatic- 
ally increased. It is common knowledge that 
the investments held by the banks, notwith- 
standing. the predominance among them of 
securities with fixed dates of redemption in 
the fairly near future, have undergone sub- 
stantial depreciation by the test of taarket 
prices which govern their valuation for 
balance sheet purposes. The clearing banks’ 
investment holdings—practically all of them 
gilt-edged securities, and therefore compara- 
tively low-yielding—even before the’ recent 
funding of Treasury Bills amounted to more 
than £1,550m., and a decline of only 1 per 
cent. in average values between balance sheet 
dates entails a loss far exceeding the net 
addition to the banks’ revenue, as just com- 
puted, after taxation. If it be argued that 
this is no more than a book loss, unless the 
securities are in fact sold at market prices, the 
answer is that nevertheless the requirements 
of the Companies Act as applied by accepted 
accounting procedure make it necessary to 
write down the investments to market value 
where this is below the preceding balance 
sheet valuation. In recent years this proce- 
dure has made heavy inroads on the “ inner 
reserves ” accumulated by the banks out of 
taxed profits. Quite apart from balance sheet 
requirements, moreover, the tighter credit 
conditions foreshadowed by official action 
might conceivably enforce actual realisation of 
some bank investments, -at market prices, in 
order to meet inescapable demands for credit 
for essential industry. 


The sitnple exercise in arithmetic, the 
result of which I have just given, indicates 
that any likely addition, through higher in- 
terest rates, to the net income of the banks 
after taxation will’ go only a small part of 
the way to making good the entrenchments, 
due to writing down of investments, on inner 
reserves that have been unavoidable in the, 
long period of rising yields in the capital 
market. Ordinarily, that rising trend would 
have been reflected in an upward course of 


short-term rates, but in the postwar years . 


these have been pegged at a low level. 
Accordingly, the banks have been deprived 
of the added revenue, from the more liquid 
assets, to compensate for the capital depre- 
ciation of investments. The recent addition 
to their revenue is a belated and necessary 
fortification of their financial position. Just 
as the Government’s purpose, in its monetary 
policy, is “ to make and keep sterling strong,” 
so it is in the interests of all that the banks 
of this country should maintain their record 
—perhaps unique in the history of our 
troubled times—of unquestioned stability and 
strength. 


EXPANDING VOLUME OF BUSINESS 


The volume of business passing through 
the bank has remained on a steady upward 
trend, quite apart from the larger turnover 
due to higher costs and prices throughout the 
economic system. It reflects great credit on 
our administrative and managerial organisa- 
tion and on the entire staff at head office and 
branches that this growing volume of business 
is handled so smoothly and efficiently and 
with the assurance to the public of unsur- 
passed safety and accuracy. 


While the expansion has been general, one 
particular branch of our work may be men- 
tioned for its interest in relation to current 
monetary developments. Activity in our 
overseas business has been maintained at the 
very high level which entitles us to claim pre- 
eminence in the financing of international 
trade through London. Not only does the 
volume of this business constitute in itself an 
important part of our bank’s affairs, but 
through it we are enabled to provide a valued 
service to our customers in helping to solve 
the many problems which confront. them in 
their foreign trade. 


247 


NATIONAL DISCOUNT 
COMPANY 


The Annual General Meeting of the 
National Discount Company, Limited, will 
be held on February 13th in London. 

The following is an extract from the 
circulated statement by the chairman, ,Com- 
mander the Hon. Lovel W. Coke, R-N.:— 

The outstanding event in the discount 
market during the past year was the change 
of policy which took place after the general 
election. The policy adopted by the new 
Government and the Bank of England to meet 
the critical financial situation, and to resist 
the inflationary pressure in the country, was 
through the medium of a higher bank rate 
and higher interest rates, together with a 
tighter credit control in all spheres of finance. 
Since these changes there has been an im- 
provement in the margin of profit on our 
turnover of bills discounted. Under the 
changed conditions the market may be 
forced to borrow from the Bank of England 
at certain times of credit stringency, and this 
may tend to restrict, to some extent, the size 
of ou portfolio. 

There has been a considerable increase 
in our purchases of commercial bills. The 
turnover in Treasury Bills.has been smaller. 
Our turnover in short-dated bonds, though 
bee as large as in 1950, has been consider- 
able. 

After making provision for rebate, 
amortisation of premiums on securities (in- 
cluding special amortisation), and taxation, 
and after making transfers to contingency 
reserves, out of which reserves depreciation 
on our short-dated securities has been pro- 
vided, there remains a profit of £300,256. 

It will be proposed at the forthcoming 
meeting to pay dividends of 5 per cent., less 
tax, on the “A” and “B” stock, making 
10 per cent. for the year on both classes. 





TANGANYIKA 
CONCESSIONS LIMITED 


MR MAURICE HELY-HUTCHINSON’S 
REVIEW 


The annual general meeting of Tangan- 
yika Concessions Limited, was held on 
pos 17 in Salisbury, Southern Rhodesia, 

Maurice. Hely-Hutchinson (the chairman) 
presiding. 

The following is an extract from his circu- 
lated review: 

The shareholders of the Union Miniére 
du Haut Katanga.have approved the payment 
of an interim dividend of 500 francs per Part 
Sociale in respect of the year 1951, as com- 
pared with the interim dividend of 400 francs 
in respect of 1950.. The board of the Union 
Miniére Company has announced that it 
agticipates that copper production during 
1951 will reach about 185,000 tons, as against 
175,920 tons in 1950. 

The international and mineral traffic mov- 
ing over the Benguela Railway has continued 
to show -substantial increases during the first 
ten months of 1951. In order to place the 
line in a position to carry the increasing ton- 
nages envisaged in the future, further capital 
expenditure will be required. We have there- 
fore during 1951 opened negotiations with 
the Pertuguese Government, and we are 
hopeful that agreement will be reached in the 
near future on a satisfactory basis. 

This is the first annual meeting to be held 
at the company’s principal office in Salisbury 
since the transfer of the seat of management 
and control to Southern Rhodesia. The move 
has been successfully accomplished. 

Addressing the meeting, the chairinan said 
he was confident that a widening range of 
opportunity, in new fields in Africa, lay before 
the company. 

The report was adopted. 
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WESTMINSTER BANK LIMITED 


MAGNITUDE OF THE NATION’S TASK 


DRASTIC GOVERNMENT ACTION 


INCREASED PRODUCTION THE ULTIMATE SOLUTION 


THE IMPORTANCE OF SAVINGS 


LORD ALDENHAM ON NEED FOR INDIVIDUAL EFFORT 


The annual general meeting of the West- 
minster Bank Limited will be held on 
February 13th at the head office, 41, Loth- 
bury, London, E.C, 


The following is the statement of the 
Chairman, the Rt. Hon. Lord Aldenham, 
which has been circulated with ‘the report 
and accounts for the year to December 31, 
1951:— 

It is a matter of great regret to your 
Board and to me personally that our two 
most senior directors, Lord Goschen and 
Mr Vincent Yorke, have decided to retire 
from the Board in February. Lord Goschen 
joined the London and County Bank Board 
in 1902, and with intervals of eminent public 
service—to the Ministry of Agriculture, to 
command a battalion of the East Kent Regi- 
ment in the previous war, and as Governor 
of Madras and as Viceroy and Acting Gover- 
nor-General of India—he has rendered our 
bank good service for those 50 years. Mr 
Yorke joined the Lendon and Westminster 
Bank Board in 1903, and has interested him- 
self throughout very particularly with staff 
matters, having been chairman of our staff 
committee for 27 years until 1945; he very 
rarely misses attendance at oyr meetings. 


In October last Lord Salisbury, Lord 
Leathers and Mr Anthony Eden left us 
to join the Cabinet in the present Govern- 
ment. We cannot grudge their services 
being given to the nation in these difficult 
times, but we greatly miss all three of them 
from our Board. 


NEW DIRECTORS 


During the year we elected Mr Malcolm 
MacDougall and Mr David Pollock to the 
board. Mr MacDougall, as a director of 
Messrs J. and P. Coats, has a long experi- 
ence of export business to all parts of the 
world, and brings us his knowledge of the 
industrial North. Mr Pollock was for some 
years a partner in Messrs Freshfields, 
and is now a director of Messrs S. Pearson 
and Son. We feel very fortunate in 
having secured the services of these two 
gentlemen. rs 


I am glad to report that there have been no 
changes in thé general management of the 
bank. 


The profit and loss account shows a profit 
of £1,405,453, a decrease of £65,578, com- 
pared with 1950. Our operating expenses, 
mainly staff costs, continued to rise, but our 
earnings rose also ; and we should have been 
able to show an increased profit, in spite of 
increased taxation, but for the most unwel- 
come fall in the prices of British Government 
securities, which persisted throughout the 
year and, in the later months, became e2ccen- 
tuated. This fall in British Government 
securities necessitated also a large encroach- 
ment upon our internal reserves. 


BIG INCREASE IN ADVANCES | 


A notable feature of the 1951 balance sheet 
is a rise of nearly £54 million in the item 
“ Advances to customers and other accounts,” 
although it should be stated that a large pro- 

to borrowings 


portion of this increase is due 
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by public authorities. While the continued 
upward trend in advances to industry and 
trade was to be expected, it would have been 
appreciably larger had it not been for the 
bank’s compliance with the official policy of 
restraint upon lending. I hope that the bank’s 
customers realise how much we regret having 
had to refuse, in the national interest, accom- 
modation which in itself was perfectly legiti- 
mate and safe. 


Changes in Government policy ‘regarding 
the floating debt are résponsible for the 
Variations in the items “Treasury deposit 
receipts,” “Bills discounted” and “ Invest- 
ments.” During the year it became apparent 
that borrowing by the Government by way of 
Treasury deposit receipts was being replaced 
by the more normal method of issuing 
Treasury Bills. Then, in November, H.M. 
Treasury decided to fund £1,000 million of 
Treasury Bills by an issue of an equivalent 
amount of Serial Funding Loan stock. By 
this means the Treasury has brought about a 
severe curtailment in the capacity of the 
banks to make further advances, and I am 
afraid that many would-be borrowers will 
find that it will be even harder for them to 
obtain from us financial assistance which they 
may well consider to be merited. 


Our foreign business continues to expand 
and this, in the main, accounts for the increase 
of over £26 million in the item “ acceptances, 
endorsements and other engagements on 
account of customers,” 


Our subsidiary in France and Belgium, 
Westminster Foreign Bank, has continued to 
play an active part in financing the export 
and import of goods, and the results con- 
tinue to be quite satisfactory. ‘ The Ulster 
Bank—our affiliate in Ireland—continues to 
make good progress. 


DETERIORATION IN NATION’S AFFAIRS 


The deterioration in our national affairs 
which the year 1951 has brought about is 
very much in all our minds, and it is only 
necessary to quote two statements to show 
the magnitude’ of the task which faces us. 
The Prime Minister toid us in. November 
that on the then existing trends and policies 
the United Kingdom would have in 1952 a 
deficit on its general balance of payments 
of between £500 million and £600 million 
while the loss to the central gold and dollar 
reserve of the sterling area might be appre- 
ciably more. In October, Mr Gaitskell had 
reported a gold and dollar deficit for the 
sterling area of {£227 million for the third 
quarter of 1951. The even larger deficit of 
£272 million for the fourth quarter of-the 
year, to which must be added £63 million, 
the amount of the first instalment of service 
on the American and Canadian loans, making 
a total of £335 million, was a deficit higher 
than im any quarter for several years. ~ 


How gravely different a picture this givés 
compared with 1950, when the balance of 
payments for the United Kingdom showed a 


surplus of £221 million, and the sterling - | 


area as a whole earned a gold and dollar 
surplus of £287 million, exclusive of 
Marshal} Aid. , 


In - last year’s statement I ventured to 
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predict that the happenings “of 1950 hac 
postponed, rather than averted, the real ic, 
of our ability to survive ina competiti:: 
world ; that real test has now arrived, even 
sooner than was expected. : 


HEAVY BURDENS 


The new Government has already take 
two very important steps towards meetin 
our dangerous situation in making dras: 
cuts in our imports and in restricting cred 
for non-essential purposes. But it cannot 
even be hoped that these steps will be suti- 
cient by themselves, and we have been 
warned by the Prime Minister of the need 
for further unpleasant action which. | 
Government will have to take early th, 
year. 

To the burden imposed by the need for 
a greater volume of exports three others arc 
added and will press hard upon us all—the 
start we have made towards repaying th< 
American and Canadian loans ; the deman.: 
of rearmament, as our defente measures 
gather mementum ; and the loss of the o 
put of the great oil refinery at Abadan, a |o:; 
which may entail for u$ an extra expenditure 
of as much as $300 million in 1952 in bu: 
ing oil from the dollar sources instead 
from Persia. 


COMPLACENCY DEPRECATED 


It is greatly to be hoped that during 19> 
we shall give up any complacency induced 
by the expression “the terms of trade h 
moved against us”—as if that were an 
adequate excuse for failure to balance . 
external accounts. It is. true that the terms 
of trade reflect sudden and unexpected rises 
in the prices~of our imports, such as those 
brought about by stock-piling after the stir! 
of the Korean war ; but too often the expres- 
sion is used to conceal defects in our- 
selyes,..such. as. buying..more for home 
consumption than we can afford, and failure 
to adjust our internal costs of manufacture 
and transport to a competitive level in (>< 
world’s markets. 

No business could survive for long wh.) 
attempted to ain losses year after ye 
by the fact that the terms of trade had moved 
against it ; it would have to examine its buy- 
ing and its selling methods, and above all |» 
costs, and by economy or by increased pro- 
ductivity bring its accounts into. balanc: 
The nation must. do the same ; and indeed 
must do more, in order to be able to rep: 
a, part of its overseas debts every year. \\< 
have done much of which we may be prow. 
in the way of i ing the volume of our 
exports since the war, but not yet enou’, 
and 1952 will provide a challenge to Brit >» 
industry—a. challenge in which the stakes .\~ 
our standard of li 


RISE IN COST OF LIVING 


The so far available for 1951 show 
that we have been trying to maintain liv": 
standards by the perfectly simple, and © 
the end per ineffective, method of rs 
ing money and salazies } tO meet rises 
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rises in prices, and rising prices lead to con- 
nnuous and successful pressure for higher 
wages ; and that pressure. cannot fairly be 
resisted by any one industry alone. 


The process is clearly illustrated by the 
ncreases in the cost of coal and railway 
cransport which almost immediately followed 
the rises im wages agreed with. the coal 
niners and railwaymen in November. More- 
over higher prices in one part of the economy 
quickly spread to other parts ; for example, 
‘he expected rise in the cost of gas is mainly 

tributable to the higher cost of coal 
Jelivered at the gas-works. 


INFLATIONARY SPIRAL 


The stabilisation of wages, and of money 
ncomes generally, initiated by Sir Stafford 
Cripps, resulted in a temporary stability of 
the cost of living ; but this policy was allowed 

lapse, and we are now back in the old 
nflauonary spiral. In these circumstances 
ncreases in incomes and wages, unless they 
re more than fully compensated by extra 
output, represent a hopeless attempt to evade 
the logic of our present situation, which 
demands that personal consumption should 
be reduced so that our essential imports may 
be paid for and the expenditure on defence 


me 
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Indeed, in the near future such increase in 
production as we may be able to secure can 
do litthe more than mitigate that reduction— 
except in the case of coal, where any increase 

output produces most significant effects. 
Every increase in earnings, when not matched 
by increased production, lowers the purchas- 
ing power Pe the pound sterling, and ulti- 
mately places a strain on its value in the 

cign exchange market—and this at a time 
when all our efforts should be devoted to 
stabilising the value of our currency at home 

nd abroad. 


GREATER OUTPUT NEEDED 


The solution of most of our economic 
oblems lies ultimately in an increase of 
duction. ‘There has beeh an increase of 
r 40 per cent. in total industria] produc- 
n since the war—an increase which unfor- 
nately has been slowing down of late 
hecause of various shortages. But the num- 
s of employed have also grown since the 
The output of the individual worker 
been rising, but not very fast, and is still 
demonstrably insufficient for our abnormal 
ds. Simee we alfeady have a con- 
non of full employment, we must secure 
even greater output from our present 
labour force. 


We ought to be able to learn something 
m the country whose industrial output has 
heen sufficient not only to support a high 
indard of living, but also to permit assis- 
ice ON a. most generous scale to ourselves 
id to other countries. In the reports of 
he teams which have been visiting the 
nited States under the auspices of the 
\nglo-American Productivity Council, great 
‘tress is laid on the néed. for careful training 
n the technique of management at all levels, 
i on the understanding by American labour 
©! how much high productivity and low costs 
cnefit worker and employer alike. Indivi- 
cual output in America is fostered by a more 
‘ven graduation of income tax, which leaves 
‘1e worker a larger proportion of any addi- 
‘onal earnings to spend as he pleases and 
‘nakes the increased reward for extra respon- 
ulity more attractive than it is here. 
here has been a most welcome increase of 
© million tons in the total output of coal in 
‘951, compared with 1950, and the highest 
csumate of: output given in the economic 
urvey has been s ‘But it is in rela- 
tion i? wed needs of our sar come ge we 
‘ould judge the present volume of output 
‘ther than by reference to past performance. 
When we consider the improvement in the 


economic affairs of our own country and of 
all Western Europe which could be brought 
about by an extra 20 million tons of British 
coal, we see the matter in a truer perspective. 
Our own imports of coal from the United 
States in the first eleven months of 1951 cost 
about $20 million. Total imports of coal 
into Western Europe from the same source 
during the year amounted to some 25 million 
tons and cost about $500 million. If these 
needs. could be met with coal from this 
country, the dollar problem of Western 
Europe, including the United Kingdom, 
would be far less formidable. 


EXCHANGE VALUE OF THE POUND 


The need to defend the present exchange 
value of the pound sterling is very clear. A 
second devaluation would raise the cost of 
our imports, and would therefore seriously 
aggravate our balance-of-payments problem. 
But the blow to confidence in our currency 
would be an even greater calamity, and would 
greatly hamper the growth of the nation’s 
banking and insurance earnings abroad. In 
this respect a very special responsibility rests 
with the United Kingdom in view of our 
position as banker to the sterling area. The 
remedial measures already adopted by the 
Government and the foreshadowing of others 
to follow may be taken as a token of our 
determination to defend the value of the 
pound and to restore its prestige throughout 
the world. The Chancellor of the Ex- 
chequer’s statement on January 7th, that no 
one should doubt our intention and our 
ability to make and keep sterling strong, is 
most heartening. 


INTERNAL PURCHASING POWER 


The need to preserve the internal pur- 
chasing power of our currency is scarcely 
less urgent. The question of how to check 
the constant tendency for prices to rise, which 
seems inherent in the condition of full em- 
ployment, is one of the major problems of 
our times, and one which by no means con- 
cerns this country 4lone. 


Over a period of rapidly rising prices, 
coupled with our existing level of taxation, 
the difficulty of even replacing worn-out 
machines must become acute, when we ought, 
in fact, not only to be replacing, but to be 
greatly increasing, the machinery and ‘plant 
serving each man at work. Moreover, a real 
injustice is inflicted on all individuals whose 
incomes are fixed ; and the rise in prices is 
a factor which is constantly in our minds in 
the bank in trying to hold the balance fairly 
between our staff salaries and our earning 
powers. 

rs 


IMPORTANCE OF THRIFT 


The effect of falls in the purchasing power 
of money upon savings is particularly harm- 
ful. Unless the present Government’s efforts 
to stabilise the pound are successful both the 
large and the small saver will see the pur- 
chasing power of their savings again decrease. 
Yet we all know that more and more savings 
are required both to reduce the pressure on 
consumer goods and to provide more modern 
and more efficient machinery for our indus- 
tries. 


, 

There is an ingrained habit of thrift among 
the British people which could do much to 
check the immediate evils of inflation if it 
were again encouraged, or were not at least 
actively discouraged by the instability of the 
currency as im recent years. The net addi- 
tions year by year to National Savings have 
dwindled from £444 million in 1946 to the 
tiny figure of £34 million (after allowing for 
repayment of ence Bonds) in 1951, and 
we shall have lost a most valuable weapon 
against inflation if this trend is not soon 
reversed, 

We might therefore do well to alter our 
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national attitude towards the.man who saves. 
It is true that there are many posters exhort- 
ing him to save, but besides the loss of pur- 
chasing power of savings through inflation 
there are other obstacles in his way. There 
is little inducement for a rich man to save 
or even to refrain from spending his capital. 
If*he does either, his net income is hardly 
affected 5; and as much as 80 per cent. of his 
capital may go in death duties. As for those 
persons of moderate means who help by 
saving out of hard-earned income, it might 
well suit the nation to respond to their efforts 
by further increasing the number of. tax-free 
National Savings Certificates that they are 
allowed. to hold. 


FLEXIBLE BANK RATE WELCOMED 


We cannot but welcome the return to a 
fiexible bank rate as a measure against infla- 
tion. British banking may justly claim that 
the technique of the bank rate was first 
evolved in this country; but this essential 
part of the mechanism of credit control has 
for too long remained idle. Whatever justifi- 
cation there may have been for not using the 
bank rate in circumstances in which the need 
was to stimulate demand, there can be none 
at present when the need is, on the contrary, 
to damp down excessive demand. There 
can be little doubt that an important part 
of the influence of a change in the bank rate 
was always psychological. A rise in the 
bank rate was formerly accepted by the busi- 
ness world as a sign that a contraction of 
credit was needed and was imminent, and the 
business world quickly responded. The recent 
return to a policy of a flexible bank rate has 
been accepted as such a sign, and has proved, 
with the other measures taken at the same 
time, more significant than the actual rise in 
the rate. 


As individuals we have long known that a 
comfortahle life can be had (for a while) by 
living on borrowed money and neglecting 
our house repairs, and that it is very uncom- 
fortable when these makeshifts come to an 
end. As a nation we have now reached the 
uncomfortable stage when we have to begin 
to repay the borrowings and to repair our 
insufficient defences. But if it were possible 
during 1952 for the Government and the 
employers and the trade unions, working 
together, to get it across to our whole nation 
that there is no heaven-ordained standard of 
living for the British people, and that it is 
only by our own ‘efforts that we can sur- 
mount the difficulties with which we are at 
present surrounded, I should feel great con- 
fidence that the grisly spectre of idleness and 
hunger, so rightly raised as a warning by 
the Chancellor of the Exchequer, had been 
for ever laid. 
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NATIONAL PROVINCIAL BANK LIMITED 


VALUE OF SOUND BANKING SYSTEM 


PARAMOUNT NEED FOR CUTS IN EXPENDITURE AND LOWER TAXATION 


THE EARL OF SELBORNE ON COUNTRY’S ECONOMIC PROBLEMS 


The one hundred and nineteenth ‘annual 
general meeting of National Provincial Bank 
Limited will be held on February 14th at 
the head office 15, Bishopsgate, London, 
E.C.2. 

The following is the circulated statement 
of the chairman, The Rt. Hon, The Ear! of 
Selborne, P.C., CLH.:— 


BOARD OF DIRECTORS 


It is with very great regret that we have 
to record the death of our late chairman, The 
Hon. Sir Jasper Nicholas Ridley, K.C.V.O., 
O.B.E. He joined the board in 1935, was 
appointed deputy chairman in 1937 and 
chairman in 1950. He had also served as 
chairman of our affiliated bank, Coutts and 
Company, since 1947. Sir Jasper was a man 
of great gifts and long banking experience. 
His death is a severe loss not only to this 
bank but also to the City of London and the 
business community generally, and his 
absence will be felt in many spheres. 


At the invitation of the board, I have 
assumed the office of chairman, and Sir 
Frederick Leith-Ross, G.C.M.G., K.C.B., has 
been appointed a deputy chairman. Sir 
Frederick has had a distinguished career in 
the Civil Service, which he joined in 1909, 
holding the post of chief economic adviser 
H.M. Government from 1932 to 1946. 
‘rom 
he was Governor of the National Bank of 
Egypt. 


We have with great regret to announce 
the loss by death of the services of Mr 
George Finch Hotblack, who joined the 
board in 1934, and whose discernment and 
experience were so-freely placed at our dis- 
posal at all times. 


During the year, The Right Hon. Lord 
Perry, K.B.E., LL.D.,.resigned, I am sorry 
to say, because indifferent health compels 
him to spend much time abroad, while we 
have also lost the services of Mr Maurice 
Robert Hely-Hutchinson, M.C., who has 
taken up residence in Rhodesia. Lord Perry 
was appointed to the board in 1930, and his 
great industrial experience and wisdom were 
at all times most valuable assets to the bank. 
Mr Hely-Hutchinson joined the board in 
1941, and we have much benefited from his 
extensive knowledge of business and finan- 
cial affairs. We thank both of these gentle- 
men for their unstinted services and convey 
good wishes to them in their new 
abodes. 


We have had the pleasure of announcing 
the election to seats on the board of The 
Right Hon. Ralph Assheton, M.P., The 
Right Hon. Sir Alexander George Montagu 
Cadogan, O.M., G.-C.M.G., K.C.B., Mr 
Stanley Paul Chambers, C.B.,.C.LE., Mr 
Seymour John Louis Egerton, The Right 
Hon. Lord Latymer, Sir Frederick Leith- 
Ross, G.C.M.G., K.C.B., and Sir Rowland 
Smith, M.I.Mech.E. All these gentlemen 
are distinguished in their chosen spheres, 
and they will bring valuable contributions 
to the counsels of your board. 

We regret to announce the death during 
the year of Mr B. C. Vernon-Wentworth, who 
served on our Yorkshire local board for mor 
than forty years. 


1946 until the beginning of 1951. 


MANAGEMENT AND STAFF 


During the year we have suffered a very 
great loss in the death of our‘ late chief 
general manager, Sir William Hadwick. Sir 
William held high office in the bank for 
more than twenty years, during the last six 
of which he was chief general manager. His 
services to banking and the City generally 
were recognised when he was created a 
Knight Bachelor in 1950, and his services to 
our own bank were immeasurable, A man 
of many interests and great culture, he will 
be missed by all who had the privilege of 
knowing him. 

In his place, the directors have been 
pleased to appoint Mr L, J. Williams to be 
chief general manager. Mr Williams has 
been a joint general manager since 1943, and 
he brings to his new position a_ wide 
experience of banking and finance, During 
the year, Mr H. Cutting, D.S.O., 
M.C., a joint general manager, retired after 
43 years’ distinguished service, and we have 
been ‘pleased to appoint as joint general 
managers Mr F. Keighley and Mr C. G. 
Wheatley. 


My predecessors have put on record each 
year their appreciation of the loyal and 
willing co-operation, of both management and 
staff, and I, in turn, wish to pay a tribute 
to the great efforts that havé been made to 
maintain a high standard of service to our 
customers, ata time when new problems and 
difficulties are constantly - arising. 


COUTTS AND COMPANY 


The balance sheet of Coutts and Company 
as at December 3lst last accompanies our 
own report and accounts. During the year 
Mr S. J. L. Egerton has been appointed 
chairman in succession to the late Sir Jasper 
Ridley. 


STATEMENT OF ACCOUNTS 


The balance sheet and accounts of the 
bank accompany the directors’ report. 


Current, deposit and other accounts which 
at the end of 1950 stood at £838,270,562 
now show a total of £816,785,374. Share- 
holders will observe that -the ratio to these 
liabilities of the more liquid assets, namely 
cash items, short money and bills, is 38.6 
per cent. The fall in this ratio as compared 
with last year’s figure of 45.9 per cent., which 
was in any case a good deal higher than 
normal for a variety of special reasons, is 
largely explained by the recent moves to 
restrict credit initiated by the Government. 
In particular, the funding of £1,000 million 
of Treasury bills in November last has caused 
a considerable diversion in our assets from 
bills to investments. 


Our investments in British Government 
securities and other securities of a like nature 
are now shown at £202,380,741 giving a 
ratio to deposits of 24.8 per cent. as against 
19 per cent. last year. 


The policy of His Majesty’s Treasury of 
reducing their requirements in the form of 
Trgasury deposit receipts has resulted in a 
fall in our holding under this head of 


£44,500,000 to a figure of £14,500,000, repre- 
senting 1.8 per cent. of deposits. 


Advances to customers and other accoun:; 
stand in the balance sheet at £295,096,471, 
representing 36.1 per cent. of our depos::; 
compared with last year’s figure of 
£246,018,524, or 29.3 per cent. of our deposits 
at that time. Full provision has been made, 
as in previous years, for all accounts carrying 
any risk of loss to the bank. 


PROFIT AND LOSS ACCOUNT 
The net profit for the year is £1,469,745. 
This compares with £1,454,811 for 1950 


_ The amount brought forward from 1959 
is £984,462 which, added to this year’s profit, 
gives a disposable figure of £2,454,227. 

An interim dividend of 74 per cent. ha; 
been paid, accounting for £373,252. 

It is proposed to deal with the balance as 
follows: 


To pay a final dividend of 7} 


per cent. Kes ; £373,252 
To make an appropriation to 
Contingencies of ...’ 750,000 


Thereafter a balance of £957,723 will 
remain to be carried forward. 


Operating costs have again risen sub- 
stantially. Until the middle of 1951 it was 
possible to avoid amy general increase in 
charges for bank advarices and services. 
Clearly this could not continue indefinitely 
and we, in common with the other clearing 
banks, were compelled to revise our charges 
during the second half of the year. Since 
then further increases in operating costs have 
occurred, particularly in the field of 
remuneration to staff, and others are im- 
pending. I take this opportunity of saying 
that your directors have been convinced by 
the representations of our staff association of 
the necessity of material increases in the 
remuneration paid to our employees. Though 
the banks have rightly given heed to the ex- 
hortations of successive Chancellors of 
the Exchequer not to add to the inflationary 
spiral by increasing either dividends of wages, 
and even to set an example in this respect, 
it would be most unjust that the officers of 
banks alone in industry should not have their 
emoluments adjusted when prices and tax:- 
tion have risen so steeply. As to dividends, 
it is also the case that the shareholders of 
this bank have received no increase in divi- 
dends for many years. In fact, dividends 
were reduced in 1931 and again in 1932, and 
have not been increased since. Although he 
present time, with all its uncertainties, wou!d 


the equity of the claim that shareholders ca 
make for some readjustment of their dividend 
having regard to the fall in the value of 
money. 


INCREASES IN BORROWING RATES 
Recenily, following the 
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snyone seeking to arrive at an impartial judg- 
ment, may serve to put the matter in proper 
perspective. 

If the latest published returns (November, 
1951) be taken as an average figure for the 
coming year, the increased allowance on 
deposit accounts, brought into effect simul- 


taneously with the changes in other rates, will * 


ost the clearing banks £5.18 million. Gross 
evenue may rise by £6.29 million as a result 
of the increase of } per cent. on money at 

(| and short notice bringing in {1.41 
Treasury Bills discounted amounting to £3.74 

lion; am imerease of 4 per cent. on 
million; and an increase of 7 per cent. on 
other bills discounted which would earn 
{1.14 million. The change in rates, there- 
fore, would result in a net gain to the 
earing banks as a whole of about £1 million 
cer annum, That is an insignificant figure 
relation to the combined assets of all 
“he clearing banks, and against it must be 
cet the new expenditures to which I have 
referred. 

There remains, however, the higher rate 
arned by the funds transferred from Trea- 
cury Bills discounted to investments by way 
of the new funding loans. But it would be 
quite wrong to assume that the whole, or 
even a substantial part, of this increase in 
yield will result in an addition to profits. For 
the nominal gain involved is at the expense 
of a reduced liquidity ratio, which implies a 
diminution in the amount of morey available 
for advances to customers, and the conse- 
quences that follow from this are such that 
n the long run there can be no guarantee 
that the net effect on earnings will be favour- 
able. The banks could at any time have 
ncreased their earnings from investments at 
the expense of liquidity, but they had very 
good reasons for not doing so. 


I make no apology for asserting that in a 
vorld of instability a sound banking system 
Ss an asset worth preserving ; that its value 
cannot be assessed in precise monetary terms ; 
nd that its accumulated reserves are a 
national sheet anchor in times of difficulty— 
not a source of enrichment of the few. 


TRANSFORMATION IN FINANCIAL ATMOSPHERE 


The past few weeks have seen a trans- 
formation in the financial,atmosphere. The 
new Government had at once to face many 
pressing problems. The orgy of expenditure, 
n which the previous Government had in- 
dulged since the war, was bringing its inevit- 
able retribution. Wages and prices were 
mounting steeply ; in the last year the wage 
increases have been greater than the aggr:- 
gate increases in the previous three years. 
Che cost of rearmament had to be met by 
« Budget already overburdened ; and the in- 
vestment programme had to be financed at 
« time when savings were diminishing. As a 
consequence of our internal financial policy— 
for it camnot be too often emphasised that 
the two developments are connected—the 
balance of international payments was heavily 
adverse. Confidence in our national solvency 
was gravely disturbed, and the crises of 1947 
and 1949 threatened to repeat themselves in 
an aggravated form. 


How serious the situation was has been 
revealed in the latest announcement of the 
gold and dollar reserves of the sterling area. 
A fall of nearly 30 per cent. in our reserves 
over the last quarter in 1951.is a matter of 
the gravest import. In such circumstances 
a conference of Commonwealth Finance 
Ministers had @learly to be held without 
delay. No doubt there are some exceptional 
factors involved in the current drain on the 


to remedy 
resources. 

I would refer to the annual statements of 
my two predecessors, Captain Eric Smith and 
Sir Jasper Ridley, during the last three or 
four years. In these, the present denouement 
was precisely forecast, as it was in the state- 
ments of other bank chairmen. If the late 
Government led their followers (and also, 
alas, the country) into the ditch, it was to the 
sound of loud warnings from those who had 
eyes to see ahead. The ill-effects of six years 
of extravagance cannot be repaired in a few 
months, but the Government has given 
evidence of its determination to put a stop 
to inflation, which was clearly its first duty. 
Inflation may be unavoidable in time of war 
or under the stress of rapid rearmament, but 
im times of peace it is inexcusable. It ‘is 
the familiar expedient the opportunist politi- 
cian is too often ready to adopt to avoid meet- 
ing his commitments, without perhaps realis- 
ing that it constitutes a fraud on everyone 
who has trusted him sufficiently to lend 
money to the state or in its currency, or to 
work far pensions in that currency. It is 
a primary duty of the Government of every 
civilised country to maintain a stable cur- 
rency. If the exigencies of electioneering 
make this too difficult, inflation may well 
prove to be the nemesis of democracy. People 
will not indefinitely support a system which 


makes mockery alike of their wagés and their 
savings. 


the drain on our common 


FIRST IMPACT OF DEFLATION 


The first steps taken by the Government 
have been, in themselves, relatively small. 
The increase of Bank Rate to 2} per cent, 
and the funding of the substantial amount of 
Treasury Bills had the effect of immediately 
tightening up bank credit. But, what was 
more important, these measures served as a 
warning that a new era had begun, and the 
market interpreted them in this sense. There 
was a sudden jolt: the chariot of state, which 
had been driven furiously along the road to 
ruin, was suddenly checked by the brakes. 
There was heavy selling of gilt-edged securi- 
ties, and the resulting fall in the value of 
Government stock has inflicted severe losses 
upon the banks, who are among the largest 
holders of these securities. In this connec- 
tion our own inner reserves have naturally 
not come through unscathed ; but I am happy 
to tell you that, because of the great pre- 
ponderance of short-dated securities in our 
investment portfolio, our problem has been 
much easier than it might otherwise have 
been. We recognise that the first impact of 
inflation must necessarily be upon the money 
market, and the wisdom of past and present 
directors in building up inner reserves to 
withstand such sudden (and often temporary) 
contingencies has once more been justified by 
events. 


The effects of tightening up bank credif 
may be expected gradually to filter through 
all sectors of®the private economy and make 
it necessary for individuals as well as com- 
panies to consider carefully how their affairs 
can be arranged without recourse to borrow- 
ing. The resources of the banks will be, 
limited and they will be compelled to limit 
the accommodation they can provide to their 
customers. The instructions given by the 
Government to the Capital Issues Committee 
will reinforce the need for prudence, as it 
will be more difficult to raise capital in 
the market except for the most: essential 
purposes. Such restriction was necessary 
as the capital available for investment was 
inadequate to meet demands, and if infla- 
tion is to be stopped the shortage of 
capital must be recognised and the: claims 
upon it limited. 


NEED FOR ECONOMIES AND REDUCED 
TAXATION 


The control of bank credit and capital 
investment are, however, merely the mechani- 
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cal devices for managing the flow of moncy ; 
inflation can only be stopped if the under- 
lying pressures can also be controlled. In 


particular, the Government must limit the. 


demands on our resources made by it and 
by the nationalised industries for which it is 
responsible. It is not in the national interest 
that private industry and trade should bear 
the whole brunt of the restriction of credit 
and higher charges. We cannot have a 
system of tight credit and high rates for 
industry and laxity in expenditure and cheap 
money for public undertakings. The infla- 
tion from which we are suffering cannot be 
cured without a heavy cut in public expendi- 
ture and a reduction in taxation. Cuts in 
expenditure are never easy to make, or popu- 
lar, but some cuts are essential if taxation is 
not actually to be increased to meet the in- 
creasing cost of the rearmament programme ; 
still heavier cuts must be devised if taxation 
is to be reduced. And a reduction in fhe 
present level of taxation is imperative. The 
cumulative effects of our taxes today, ait their 
level and by their incidence, are to destroy 
incentive, encourage e¢xtravagance, restrict 
efficiency and penalise skill. They prevent 
the formation of capital and the replacement 
of machinery. They stifle growing businesses 
in their infancy. They deter enterprise and 
frighten foreign capital from our shores. 
They make it nigh impossible for companies 
domiciled in this country to develop British 
colonies. They are undermining the 
foundations of our economy and crippling 
London’s capacity to maintain itself as 

money market of the world If 
is an example of. “planning,” I 
¢an conceive of no plan better calculated 
té hinder the recovery of our country 
from two world wars. 


Taxation now takes approximately 40 per 
cent. of the total national income: any such 
proportion has traditionally been regarded as 
excessive, and recent experience proves that 
to be the case. But the evil does not stop 
there. The taxes are graduated so as to 
penalise effort and suceess. Every extra £ 
the wage-earner earns by overtime or quick 
work at piece rates is taxed two or three 
times as heavily as the £s he can earn with- 
out extra exertion. Is it surprising that the 
output of labour in many industries has fallen 
so much since before the war? Is it sur- 
prising that, in spite of the very high wages 
offered, there is difficulty in recruiting labour 
for unpleasant work such as coalmining ? 
And the discouragement is still greater for 
the higher income groups. Not every man 
will exert himself, or take risks, in order to 
hand over to the tax-gatherer 15s. and more 
of every £ he receives. Is it surprising that it 
is difficult to get some of the best qualified 
men to take posts involving heavy additional 
responsibilities or to serve as directors where 
their ability would be most useful? Death 
duties at their present level are doing much 
damage to our economy: not only are they 
breaking up family businesses to the great 
detriment of their employees, but they also 
encourage extravagance by removing from 


° 


the individual the power and, therefore, the 


will, to save for his children ; for you cannot 
alter human nature by Act of Parliament. 
Purchase tax discriminates against the skilled 
artisan, because the finer the workmanship 
the higher the tax. Profits tax and income 
tax combined with inflation are makipg. it 
i replace obsolescent’ with 

. Profits tax, income tax 
and surtax make it impossible for any small 
man to build = great business, as so many 


have done in past. 

If such taxes had existed in the days 
when, for instance, rar Boot, Thomas 
Lipton and William Morris were starting 
their businesses, never could have 
built up the great associated with 
their names. Such mien, gon ante the 
ranks, gained for Britain her i rial poe 


eminence, found employment for thousand$ 
-of their fellow countrymen and have carried 
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British trade all over the world. It is from 
small beginnings that the majority of our 
great industrial leaders have come in the 
past. What is to happen to the trade of this 
country if their enterprises are to be pre- 
vented from growing ? The born leaders of 
industry can often best show themselves 
in the hard test of competition. They 
cannot always be found by internal pro- 
motion, still less by any system of public 
examinations. 

The plain fact is that the present level of 
national and local taxation is causing a steady 
erosion of personal, industrial and national 
assets. Our bank has a high proportion 
cf industrial clients, and we are brought 
daily into touch with the repercussions of 
present taxation on industry to which I have 
alluded. 


If, therefore, this country is to regain its 
economic health and increase its produc- 
tivity, there must be a drastic reduction of 
taxation and a reform of its incidence. But 
the Budget has to be balanced if we are not 
to have a rQnaway inflation. In order to lower 
taxation, therefore, Government expenditure 
must be reduced. As I have already said, 
economies are always unpleasant, but it will 
be more unpleasant if we are left without the 
means to buy food and raw materials from 
abroad. 


RE-ESTABLISHMENT OF BRITAIN’S CREDIT 


In conclusion, I welcome the initial _ 
the Government has taken to restore confi- 
dence abroad in our solvency. The late 
Government raised large loans from the 
United States and Canada, which were dissi- 
pated to stop gaps made by the flood of 
inflation in our economic defences; the 
present Government has now to begin re- 
paying these loans. It is a serious additional 
burden, but no one will question the neces- 
sity of our shouldering it. We must honour 
our obligations, even if it involves some 
reduction in our standard of living. It is 
the only way to re-establish our credit in 
the world. 

The Government has also decided to allow 
freer dealings in the forward exchanges which, 
while only a technical change, will, it is 
hoped, prepare the ground for the eventual 
free convertibility of sterling. Exchange 
control may disguise from our own people 
the fall in the value of our money, but it 
cannot disguise it from foreigners, and the 
more we tighten up the system and turn 
legitimate trading transactions into criminal 
offences, the less confidence will be felt 
abroad in our currency. The quotations in 
free markets of the various types of trans- 
ferable sterling and security sterling show 
how far the process has already gone. I hope 
the day may not be too far distant when 
sterling will again take its old and. honoured 
place as a free and convertible international 
currency. 


There remains the greatest problem of all 
—the question of — prices and cost of 
living. These are all chasing one another, 
and until the vicious spiral is broken, the 
prospects of a recovery must be regarded as 
doubtful. Unless costs can be kept down, we 
cannot hope to sell our goods abroad in the 
face of competition, and with the re-entry of 
Germany and Japan into world markets, com- 
petition is ee to increase. In this matter, 
as in others, both labour and management 
must recognise that half a loaf is better than 
no bread, and their fullest co-operation in the 
spirit of parmership is more than ever 
necessary. 


If we are to maintain our export markets 
we must get back to a stable system 
and be able once again to quote and 
pers owt prices. Without an increase of 

ductivity and export there is no hope of 
maintaining either our present standard of 
life or our position in the world. 


BRITISH STEEL 
CONSTRUCTIONS 
(BIRMINGHAM) LIMITED 


PROFITS MORE THAN DOUBLED 


The fifteenth annual general meeting of 
this company was held on January 23rd at 
Birmingham, Mr Arthur H. Johnson, O.B.E., 
the. chairman, presiding. 

The following is an extract from his circu- 
lated address : — 

The profits are more than double those of 
the previous year. Such a result is very grati- 
fying. All the companies in the group have 
contributed in varying deyrees, but t must 
stress the benefits which have been derived 
from the stabilisation of the “ Smith ” system 
of house construction which your company 
sponsored. This operation is doubly impor- 
tant, since, apart from producing profits for 
the company, it is helping to combat the 
shortage of houses, and thereby alleviating 
one of the greatest social evils of our time. 

I think that we may justly claim that this 
company, by providing approximately 500 
houses last year, helped very substantially in 
bringing the City of Birmingham to the fore- 
front in housing, and this achievement is all 
the more outstanding when it is realised that 
we employed only a little over 300 men in 
this branch of our activities, and that the 
output per man is nearly twice that of a 
traditional builder. 


IMMENSE SCOPE 


The system is still not used on the scale 
which was envisaged, but no effort is being 
spared in trying to persuade the authorities 
of the immense scope for its use. There is 
very little doubt that the adoption of the 
system on a large scale would increase the 
productivity of labour in the building indus- 
try, and since all materials are incorporated 
in the houses, within a few days-of purchase, 
it would, at the same time, reduce very sub- 
stantially the volume of building materials 
lying unused on traditional sites and thereby 
effect a tremendous saving in the capital 
required to produce the increased number of 
houses which the Government has promised. 

The Granwood Flooring mpany, 
Limited, employed its new factory practically 
to capacity for the first time, and its turn- 
over and profits were correspondingly in- 
creased. This business has grown every 
year from the time it was acquired by the 
company, and its output for last year was 
nearly seven times as great as the year in 
which it was acquired. 


— 


CURRENT YEAR’S PROSPECTS 


Under present conditions it is a little 
difficult to forecast with any degree of 
certainty the trading prospects for more 
than a few months ahead, but 
that the value of orders on haad is greater 
than at any time before, and that it is ex- 
pected that this will be reflected in a further 
increase in turnover during the current 
financial year, unless some major change in 
trading conditions occurs. 

Certain ar of materials are still ex- 
tremely t to obtain in the required 
quantities, but every effort is being made to 
obtain sufficient to ensure a continuity of 
production. 

Labour problems tend to become more 
acute in the Midlands, because of the 
demands of the rearmament programme, but 
I believe that our labour force will be main- 
tained at a level which will enable us to pro- 
duce in the current year results which will 
compare favourably with those of the pre- 
wThe repent and dinanicciby 

e report accounts were 
adopted and a final dividend of 5 per 
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APEX (TRINIDAD) 
OILFIELDS, LIMITED 


INCREASED REVENUE 


The thirty-second annual ordinary ge:,.;,| 
meeting of this company was held 4, 
January 23rd_in London. 

Mr Malcolm Maclachlan, chairman 44 
joint managing director, in submitting .;- 
accounts for the year ended September 3). 
1951, said that oil revenue, after prov. on 
for development and contingencies, staff pey- 
sions and depreciation of fixed assoi< 
amounted to £1,595,000. The revenue » 
derived entirely from the oil delivered dur ng 
the year, whereas that of the previous y~:; 
included £408,000 in respect of deliveric. .y 
prior years. Apart from this factor, the »)) 
revenue thus showed an increase of apprvx: 
mately £300,000. 

After providing £1,070,000 for taxiton, 
the net profit for the year was £530,000 
directors recommended the payment 0! , 
final dividend of Is. 6d., free of income :ix, 
making a total dividend for the year of 2s. 
free of income tax. 

The production for the year amount: to 
3,082,000 barrels of crude oil and 3,886.00 
gallons of casing head gasolene. 

The government of Trinidad, as sleeping 
partner in the oil. business, now took by 
means of taxation over 60 per cent. of the 
profits of .the industry. Geological <on- 
ditions in Trinidad were outstandingly di(ifi- 
cult and the output per well averaged only 
about 25 barrels a day}; nevertheless, the 
revenue accruing to the government of Trini- 
dad per barrel of oil produced compared very 
well with that received by owners of mineral 
rights in other and far more prolific oi!- 

ing countries under arrangements which 
were more highly publicised. 

The report was adopted. 





TRINIDAD SUGAR 
ESTATES 


PROPOSED BONUS ISSUE 


The twenty-ninth annual ordinary general 
meeting of Trinidad Sugar Estates, Limiced, 
was held on January 24th in London, Mr E. 
Cassleton Elliott, F.S.A.A. (the chairman), 
presiding. ; 

The following is an extract from his circu- 
lated speech:— 

Trinidad again had a very wet grinding 
season, the second consecutive wet year, but, 
despite this and the fact that juice was poorcr 
than in the previous year, the production of 
sugar increased by 1,236 tons. 

BR cs —s price a, for oe. in- 
i -products, was 3 As. » com- 
pared with £30 6s. in 1950, while the cos: of 
i owing to the larger out- 


Ved, wen presley ceteints t £27 0s. 3d 
as a Ss. 5d. 
compared with £26 19s. 8d. As a result, the 
profit per ton 


was £6 4s. 2d., com- 
i with £3 63. 4d. bus in considering these 
results 


it must be borne in mind that ‘he 

in 1950 were poor. 
-_ Qut of the profit of £62,491 for the year 
945 is absorbed in taxation and {10,0 
has ven eae to —— reserve, so 


that, afte! recommending same dividend 
year cent., the carry forward 


increased . 
recommend that £39,000 d¢ 
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AVELING-BARFORD, 
LIMITED 


SATISFACTORY REPORT | 


able both now and until] such time as we are 

fully established in our new ventures and 

able to finance them out of our own resources. 
The report was adopted. 





The fifty-seventh annual general meeting 
‘ Aveling-Barford, Limited (Engineers. and 
‘anufacturers of Road Rollers and Con- 
tors’ Plant), was held on January 22nd at 
ntham, Mr Edward Barford, M.C. (chair- 
ind joint managing director), presiding. 
> following is an extract from his circu- 
statement ; PM dad thirtieth annual general meeting of 
.e net profit of £221,797 after taxation. {235 Company-was held on January 24th at 
ghly daaticitay but between a third  Kitkcaldy, Sir Michael Nairn, Bt., the chair- 
a half of this figure is a “ book profit” rit a gis ae 
resulting from the steep rise in material PD Renwnds'an,: is an extract from his circu- 
‘ Ke e : U ‘ Pegg 
— values during the year “under The net profit attributable to our group for 
ew. F the year ended September 30, 1951, amounts 
Our hard cash has fallen from £250,000 to to £448,440, which compares with £485,949 
8,000 with much expenditure of a capital for the previous year. Your directors now 
development nature still before us, recommend payment of a final dividend of 
cordingly, we face the difficult amd 11} per cent., together with a bonus of 24 per 
mediate problem of keeping this business cent., less income tax, making a total dis- 
‘equately financed. This necessitates the tribution of 17} per cent. for the year, the 
oughing back, during a period of compara- same as last year. 
e prosperity, of as large a proportion of The activities of our subsidiaries during 
rofit as is feasible. the period we are dealing with were carried 
For several years we have been feeling our Ut under the stranglehold of restrictions and 
vay into a new industry—the earth-moving Dutdens of taxation imposed by the late 
ndustry, whereas our previous experience government “We believe their successors are 
nd manufacturing facilities centred around aan alive to the handicaps which industry 
roadmaking machinery. We shall without — nap ogy en va 1945, and it is our 
doubt have cause to be thankful that we did airless at they will take: steps to rectify 
take this major step because there is ever ; : : ~ a, 
resent. indication of intense competition in ,_/* the, meeting the chairman said: I have 
been chairman of this holding company since 
some of our older manufactures from German 1924 and I have decided . Iti 
nd Japanese sources. While I have steady ats na te regen Pg ates What 
onfidence in our ability to render a good however, my intention to fetain my <dircetor- 
-count of ourselves in our new ventures, cg Se gan See go 
much has to be achieved before we reach the quccessor. - y 
bation stage. Sir Robert Spencer-Nairn, Br, said: I 
In all these circumstances, your Board feels realise the great responsibility I am being 
at the very conservative dividend .policy asked to take, and I will maintain the high 
ecommended by the Government is desir- sense of duty to our shareholders, as well as 


MICHAEL NAIRN AND 
GREENWICH, LIMITED 


DIVIDEND MAINTAINED 
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to our employees that has been characteristic 
re oe who kave held the position of 
JAVA PRODUCE COMPANY, 

: LIMITED 


FAVOURABLE RESULTS 





The nineteenth annual general meeting of 
the Java Produce Company, Limited, was 
held on January 16th, in London, Mr G. R. 
P. Llewellyn (the chairman) presiding. 


The following is an extract from his cir- 
culated address: The accounts show that the 
gross rupiah working profit increased. from 
Rp. 153,900 to Rp. 3,454,233, an improve- 
ment of Rp. 3,300,333, which, if expressed 
in sterling at the rate of exchange for remit- 
tances, Rp. 32 to the £, represents over 
£100,000. This favourable result is due to 
the greatly increased value of rubber. In 


1959-51 we sold our rubber at approximately. 


384d. net per lb.; whereas in the previous 


year it realised about 144d. net. Wages in-— 


creased steeply throughout the year. Even 
with today’s relatively high value of rubber, 
out margin of profit is so much reduced that, 
in spite of the larger output we cannot anti- 
cipate a repetition of last year’s results in 
the. current year. 


I would like to make it clear that applying 
to the Exchange Control for a remittance of 
£51,227 of profit is not the same as an actual 
receipt of sterling in respect of that amount. 
The application normally takes several weeks 
of consideration and is always subject to 
various conditions, such as the amount of 
foreign exchange available, political can- 
sideration and expediency. If the remittance 
we have applied for is granted, there should 
be-ample cover for the arrears of debenture 
interest accrued since 1942, which amount to 
£18,336, which would be, of course, greatly 
to the advantage of all shareholders. 


The report was unanimously adopted. 





THE GLASGOW AND WEST OF SCOTLAND AN opportunity is offered for a University Graduate in his early 


COMMERCIAL COLLEGE 


(Central Institution for Higher Commercial Education) 
Principal : ERIC THOMPSON, M.A., B.Se., Ph.D. 
EPARTMENT OF ACCOUNTANCY AND MANAGEMENT STUDIES 


Applications are invited for the post of Head of the Department, 
f Accountaney and Management Studies in the College. 

\pplicants should be graduates of a-British University end/or 
mbers of q professional association of accountants. They should 


with a clean drivin 
is £500 p.a.—Reply 


twenties to become the .Personal Assistant to the Managing 
Director of an important group of companies in Hull at present 
undergoing extensive re-organisation. No commercial experience 
or technical knowledge is required but preference will be given to 
applicants with some training in business and economic statistics 
and their interpretation. Most important qualifications are personal. 
The position requires energetic application, tact, persistence, ability 
to assimilate and marshal facts, and a sense of humour. Only those 
Lager need apply. . The initial salary offered 
Ox age 





e had some—years’ experience im industry and/gr commerce in 

administrative or executive capacity. Some teaching experience 
be an advantage. 

The post is a permanent one, and at present carries a salary of 

150 x. £50. % £1,460 

Applications should be received not later than Tuesday, February 


different forms of 


Further particulars will Be forwarded on application to the 


“FONOURS GRADUATE in Economics and Statistics (28). at present 

Assistant to Senior Executive in large public company, wishes 
to breaden his experience, which has been mainly confined to 
“ staff work ’’—investigations, planning, briefs, 
er annum. ete. He has wide interests, a strong personality and considerable 
self-confidence. His clear analytical brain, organising ability and 
mature outlook suit him for a position of executive responsibility 
within a few years.—Box 849, 





cretary of the College, 
A. W.. MIDDLETON, Secretary. 





IDES, Skins, Leather, Boots and Shoes. Young man, 37, with 
cai Ree en technical and practical experience. throughout the Leather and 


Pitt eee 
COMMERCIAL MANAGER - 


A large and expandirig Company in the North with a present annual 

irnover of about two million pounds requires a Commercial Manager 
who will be directly responsible to the General Managef for control- 
ling estimating, costing. and sales and who has had experience of 
modern methods of pro t control. Applications are invited from those 
aged 40 to 50 years’ who have previously held a similar post com- 
manding a salary in the.region of £2,000 per annum, The successful 
applicant will qualify for a liberal pension.—Box 854. 


"EVER AGAIN WITHOUT... That is what the many progressive 
4‘ Factory Executives say who ng att use, day in—day out, one 
‘{ our NCB Blectric Road Vehicles for town delivery and collection. 
We shall be happy to submit full details of the various models avail- 
able and of the nation-wide service if you will kindly write to 
Smith's Electric Vehicles, Ltd., Gateshead-on-Tyne, 11. 
\V\ DEEY EXPERIENCED British Agent residing in Hongkong, 

seeks résident or travelling representation for British Manufac- 
turer oe Shipper, in the Far Hast or Japan, on commissian basis.— 
50x ¥ = ¥ 


EXCELLENT opportunity exists for an _outstandin Technical 
4 Executive as nant to the Technical Manager of progressive 
and ex os fight mpermner ing company engaged on the manufac- 














‘ure of impor Tearmament, export and home 

Applicants: 25 and 37 years of age, and of 

appearance and ality, Sound theoretical and practical mi 

oon i F und- with some executive experience essentia 
xcellent.. 


: for -advancement.—Apply, giving details of 
experience and salary required, Box No. 





Allied trades, offers his services either as buyer, seller, agent, or in 
mes Oh gs od where his knowledge and experience can be used fully. 
Box 47. ; 





ONSULTANT EDITOR AND DESIGNER undertaking sub-editing 

/ and preparation of MSS. for Press, invites inquiries for planning, 
jayout and exécution of publicity literature and non-fiction publica- 
tions.—Box 851. 








\XPORT SALESMAN (31), university, administrative experience, ~ 


widely travelled, fluent French and German, invites proposition 
eonnected with international! trade, at home or abroad, where} business 
acumen and organising ability can be fully employed.—Box ‘852. 





aan neeclecesareslipmariats ae 


RANSLATION.—Rapid service, German into English. Technical 
and Comimercial material a speciality.—Apply, by letter, to 
“ Transiations,"" c/o Abbotts, Eastcheap, ndon, E.C.3. ee. 


OHN SUMMERS AND SONS, LIMITED, are anxious to set up an 

organisation to further the education of the junior staff empioyed 

at their large Steelworks near Chester. be ae aang are invited for 

the full-time position of organising and conducting this development. 

Personality,and enthusiasm are considered the essential qualifications 

with a background of business experience and interest in educaticn 
in the broadest sense.—Box 


jy YELL-qualified and experienced Consultant in accounting, costing 

administration seeks further assignments to intro- 
duce or reorganise financial and administrative methods. Fees by 
negotiation, references can. be supplied.—Box 855. 


B SC. (BCON.), Honours, 32, labour research experience, good 
«knowledge of statistics and languages, seeks ‘progressive 
employment.—Box 859. 














_ 
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THE WEST OF SCOTLAND AGRICULTURAL COLLEGE 


The Governors invite applications from Graduates in Agriculture 
Agricultural Economics or Economics for a post on the Agricultural 
Economist Grade. 

Salary scale: £635 x £25—£760 x £30—£900 (Intermediate). 

Candidates must have experience in the Provincial Economics Ser- 
vice or equivalent post-graduate qualifications. 

Particulars and forms of application are obtainable from the under- 
signed, with whom the latter should be lodged, not later than 


February 10, 1952. 
N. B. BAIN, Secretary. 
6, Blythswood Square, Glasgow, C.2. 





UNIVERSITY OF SYDNEY, AUSTRALIA 


ate pplications are invited for the position of Lecturer in Economic 
istoT uv. 

The salary will be within the range of £650—£1,000 per annum plus 
cost of living adjustment (at present £159 males, £121 females) 
(Australian), with annual increments of £50. The salary is subject 
to deductions under the State Superannuation Act. The commencin 
salary will be fixed according to the qualifications and experience o 
the successful candidate. 

Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon Square; London, W.C.1. 

The closing date for the receipt of applications is March 31, 1952. 


RHODESIA UNIVERSITY ASSOCIATION 


SENIOR LECTURER IN COMMERCE AND ACCOUNTING 


The Rhodesia University Association intends to appoint a Senior 
Lecturer in Commerce and Accounting to organise and conduct, with 
the assistance of part-time lecturers, classes in Salisbury, Southern 
Rhodesia, for the degree of Bachelor of Commerce in the University 
of South Africa (and possibly also in the University of London). 

The classes are primarily designed to assist students who are 
already taking correspondence courses from the University of South 
Africa for the Bachelor of Commerce degree and for the qualification 
of the Society of Accountants. 

Applications for the above post are invited from persons who hold 
a degree in Commerce from a recognised university. Extensive 


_ practical and teaching experience and ability to lecture in specialised 


accounting subjects are essential. 

The salary of the post will be £1,750 per annum, which. includes 
a cost'of living allowance. This remuneration will be fixed for an 
initial period of two years, prior to the university staff bein 
expanded and a scale of salaries laid down. An allowance o 
£150 will be made towards travelling expenses in the case of a person 
appointed from overseas, a proportionate refund being required if 
the officer appointed resigns before the expiry of his contract. 
Seen in Salisbury will be guaranteed to the successful 
applicant. 

Duties are to be assumed as soon as possible after April 1, 1952. 

Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon. Square, London, W.C.1. 
. The closing date for the receipt of applications is February 29, 
952. . 





HOUBLON-NORMAN FUND 


The Trustees of the Houblon-Norman Fund invite applications for 
Fellowships or Grants in aid of research into the working of financial 
and business institutions in Great Britain and elsewhere and the 
economic conditions affecting them, 

Apart from exceptional cases, awards will be confined to British- 
born subjects normally resident in the United Kingdom and will take 
effect from October 1, 1952. Fellowships will be awarded for one 
year, renewable for a second year: and the amount of all awards 
will depend upon the circumstances of the candidate and the likely 
expenses of his work. 

Applications should be made not later than March 31st and forms 
of application may be obtained from the Secretary of the Fund 
(W. M. Allen) c/o the Bank of England, London, E.C.2. 

: W. M. ALLEN, Secretary. 

January 4, 1952. 


WEST AFRICAN INSTITUTE OF SOCIAL AND ECONOMIC 
RESEARCH, UNIVERSITY COLLEGE, IBADAN, NIGERIA 


Applications are invited for the post of RESEARCH FELLOW IN 
ECONOMICS, 

Salary £800 x £50 — £1,300 p.a. Point of entry in scale according 
to qualifications and experience. F.S.5.U. Partly furnished resi- 
dential accommodation at rent not more than 7.7 per cent of salary. 
Passages paid for appointee and wife on appointment and annual 
leave. Outfit allowance £60 on first appointment. 

Applications (six copies), giving full details of qualifications and 
experience, and the names of three referees, should be sent to the 
Secretary, Inter-University Council for Higher Education in the 
Colonies, 1 Gordon Square, London, W.C.i1, from whom further 
particulars may be obtained. Closing date March 4, 1952, 


) B sien you often wish you had a simple means of keeping all 
F your domestic papers, letters, documents, receipts, etc, in 
orderly form out of sight, yet always instantly available for imme- 
diate reference? The new Automatic. Secretary for the Home is the 
ideal device, simple, compact, durable, inexpensive, it is also an 
automatic reminder.—Send postcard for descriptive leaflet AS.58, to 
Shaw Publishing Co. Ltd., 180, Fleet Street, London, E.C.4. 


ORD LAYTON, on ‘European Unity,” at Sunday Service, 

4 January 27th, at 11 a.m,, at the Liberal Jewish Synagogue, 28, St. 
es Wood Road, N.W.8 (opposite Lord’s Cricket Ground). AH 
welcome. 
EVANS MEDICAL SUPPLIES, LTD. have vacancies overseas for 

4 positions with both parent and subsidiary companies; chemical, 
pharmacettical or other scientific background essential; prospects of 
rapid advancement to senior administrative eee giving full 
particulars of age, education and career to date, to Overseas ‘Frade 
Director, Speke, Liverpool, 19. 


YONTINENTAL HOLIDAYS—not ‘“‘ organised '’ or mass produced 
? but arranged as you of your friends may want. Paris—7 days 
from £12 10s.: Brittany—10 days from £16 10s. 6d.; an days from 
£27 11s. 6d.; also the Rivieras, Spain, Austria, Switzerland, and other 
countries. Write for. brochure or ’* .—Business & Holiday Travel 
ere "egeage Buildings, Trafalgar Square, London, W.C.2. WHItehall 
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NATIONAL INSTITUTE OF ECONOMIC AND 
SOCIAL RESEARCH 


The Council invites applications for appointment as Director. T)\. 
appointment will be for a period of five years in the first place. a: 
a salary of the order of £2,250 p.a., with provision under {:. 
Federated Superannuation System for Universities, and fan 
allowances. 

The National Institute is an independent non-profit makin. 
research organisation of academic stan ng, concerned particulariy 
with realistic economic investigation. High academic qualificati.:)s 
and expérience in the planning, carrying out and supervision >: 
empirical research, are essential requirements for the appointm. 

Applications together with the names of three referees should 
sent to the undersigned, from whom further particulars may 
obtained, not later than ne 29, 1952. 

F. 8. ONE, Secretary of the Institute. 
2, Dean Trench Street, London, S.W.1. 





SECRETARY AND EXECUTIVE OFFICER—CO-OPERATI\ £ 
WHOLESALE SOCIETY, LIMITED 


The directors invite applications for the position of Secretary and 
Executive Officer, Designate. 

The person appointed will be expected to assume the position in 
April, 1952, which will be six months previous to the retirement of 
the present officer. 

- The C.W.S. manufactures a wide range of commodities ; undertak«s 
a variety of wholesaling and merchanting operations and performs 
many services on behalf of the Co-operative Movement in England 
and Wales. It has considerable trading interests overseas. rhe 
annua! turnover is Seon rarely £350,000,000, and the person: 
employed number 55,000, 

The officer is responsible for the secretarial and administr 
function within the Society, in the discharge of which he is 1t} 
liaison between the directors and management. 

The vacancy is being made known simultaneously to the So 8 
staff, but, having regard to the importance of the appointment 
directors wish to consider the widest possible field of applicants 
. A form of application with a description of the duties involved and 
the information required of applicants is available on request from 
the Chairman of the Directors at the registered office of the C.W.S 
Limited, 1, Balloon Street, Manchester, 4, 


COST ACCOUNTANT—MANCHESTER 


A first-class Accountant required by a large rubber and rainwear 
factory. The post carries prospects and needs a man capable of 
controlling staff and also able to interlock the financial and cosis 
ledgers. It is preferable that he should have a knowledge of punched 
cards and some knowledge of either the rubber or rainwear industry. 
The salary would be according to qualifications and four figures 
would be attainable.—Box 846. 


STATISTICAL ASSISTANT 


Young lady of good education required by important commercial 
organisation in London to assist with analysis work, card index 
records, etc.—Reply, stating age, previous appointments, experienc: 
and salary required, to Box 857 








ENIQR SCIENTIFIC .OFFICERS ; SCIENTIFIC OFFICERS ; 
PATENT EXAMINER AND PATENT OFFICER CLASSES. The 
Civil Service Commissioners invite applications for permanent 
appointments to be filled by competitive interview during 1952. Inter- 
views will continue throughout the year, but a closing date for the 
receipt of applications earlier than* December, 1952, may eventu: 
be announced, Successful candidates may be appointed immediately. 
The Scientific posts are in various Government Departments and 
cover a wide range of Scientific research and development in most of 
the major fields of fundamental and: applied science. The Patent 
osts are in the Patent Office (Board of Trade); Admiralty and 
inistry of Supply. 

Candidates must have obtained a university degree with first- or 
second-class honours in an appropriate scientific subject (including 
engineering) or in Mathematics, or an equivalent qualification. or 
for Scientific posts, possess high professional attainments, Candida‘-s 
for Senior Scientific Officer posts must, in addition, have had at !:ast 
three years’ post-graduate or other approved experience. Candidatvs 
for Scientific Officer and Patent posts taking their degrees in 1952 
may be admitted to compete before the result of their deg: 
examination is known. 
~_ Age Limits : Senior Scientific Officers, at least 26 and under 31 ; for 
Scientific Officers and Patent Classes, at least 21 and under 28 during 
1952 (or under 31 for permanent members. of the Experimental Officer 
class competing as Scientific Officers). London Salary Seca! : 
Senior Scientific Officers (men), £750-£950; (women), £625-£850 
Scientific Officers (men), £400-£650; (women), £490-£525; Pa 
Examiner and Patent Officer Classes (men), £400-f600; (Rates (or 
women under review), Somewhat lower rates in provinces. 

Further particulars from the Civil Service Commission, Scient fic 
Branch, Trinidad House, Old Burlington Street, London, W.1, au 
ing No. 8 53/52 for Senior Scientific Officers and S 52/52 and S 1° 
for other posts, 


Lily 








Gea epee A CLASS OF THE HOME CIVIL SERVIC! 
SENIOR BRANCH OF THE FOREIGN SERVICE: SPECI \!- 
DEPARTMENTAL CLASSES : STATISTICIAN CLASS: EXEC\- 
TIVE CLASS (UNIVERSITY GRADUATES). 


Over-age candidates 


The Civil Service Commissioners announce that, for the open co" - 
petitions in 1952, the age limits have been specially extended to ad' 
candidates born on or after August 2, 1925, who were debarred by 
the age rule from competing in 1951 or 1952, and whose degree course 


was completed in 1951 or will be completed in 1952, 


Full particulars and application forms from Secretary, Civil Ser\ 
Commission, Burlington Gardens, London, W.l, quoting 
No, 11-22/52/OA. Completed application forms should be returned by 
those affected by February 28, 1952. but in exceptional circumstance: : 
they will be aecepted up to the end of March. 


A NIGHTCaP THAT FITS, ‘To round off a good evening ; a dinn-r 
Sg? 34 } @ game of cards ; offer your guests a brandy and sod. 
, South African Brandy ie avy 37s. 6d. a bottle. And what 4 





¥. 
splendidly .inspir Pic. 
price i. a ing drink it R. is sold in half-bottles, tov 


pet AZISTICIAN, 29, B.Sc.Econ.Hons., seeks suitable position.— 
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mports/Exports: 


Information about | tre: shiping: 


AUSTRALIA ee Frade Reterences: 


From over: 400 Branches throughout Australia 
information is collated relating to the above and 
many other subjects in the interests of British 
trade. You are mvited to make use ol! this 
nformatory service. 


‘he English, Scottish & Australian Bank, Limited 
5, Gracechureh Street, London, E.C,3. 


Loca) Conditions: 














| TRADING OR ESTABLISHING 
| in CANADA or the WEST INDIES ? 


If you are trading with or contemplating establishing a plant 
Canada or in the West Indies, we can be of help to you. 


Through 345 branches across Canada and 23 in the West Indies, 
we can provide information on business conditions, exchange 
regulations, exports and the establishing of branch plants. 


Your enquiries will feceive prompt and courteous attention. 


THE BANK OF NOVA SCOTIA 


108, Old Broad Street, London,. E.C.2 





Established in Canada in 1832 with limited liability. 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


lneorporated in che Colony of Hong Kong) 
The Liability of Members is limited to the extent and in manner prescribed by Ordinance No, 6 
of 1928 of the Colony 





CAPITAL ISSUED ANNO FULLY P, D uP j - $20,000,000 
RESERVE FUNDS STERLING . . . =  £6,000,000 
RESERVE LIABILITY ‘oF MEMBERS = , , . - $20,000,000 


da Office : HONG KONG 
CHAIRMAN AND CHIEF MANAGER. HON. SIR ARTHUR MORSE, C.8.é. 
London Office: 9, Gracechurch Street, E.C.3. 
Leadon Managers - .. A. Gray, M0. A.M. Duncan Wallace, H: A, Mabey, OBE. 


BRA NOHES 
BURMA CHINA (Con. INDIA MALAYA Wen, N, BORNEO (Con) 
Rangoon Shanghai Bombay Johore Bahra Kuala Belait 
CEYLON *Swatow Calcutta Kuala Lumpur Sandakan 
Colombo *Tientain INDO-OHINA Malacca Tawau 
CHINA *Tsingtao aiphong Muar PHILIPPINES 
*Amoy DJIAWA(AVA) Baigen Penang Loilo 
*Canton Djakarta JAPAN Singapore Manila 
*Chefoo Surabaja Kobe Singapore SIAM 
*Datren EUROPS Ovaka (@rchard Roai Bangkok 
*Fc- chow Hamburg Tokyo Sungei Patani UNITED 
*Hankow Lyons Yokoha:ma Telak Anson KINGDOM 
*Harbin RONG KONG MALAYA NORTH London 
*Moukdea Hong Kong Cameron BORNEO U.S.A. 
“Nanking Kowilcon Highlands Bronei Tows New York 
* Peking Mongkok Ipoh Jesselton San Prancisco 


* Branches at present not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is silso undertaken by the Bank’s Trustee 
Companies in 











_ NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - -- CAIRO 


i 
Commercial Register No. 1 Cairo, 
' 
' 


| FULLY PAID CAPITAL - - ££3,000,000 
| RESERVE FUND - - - - ££3,000,000 














London Office: 


| 6 & 7 KING WILLIAM STREET, E.C.4 
| 


Branches in all’ the Principal Towns in EGYPT and the SUDAN 











MURRAY-WATSON 


LIMITED 
Advertising & Marketing 


Home and Overseas 


58 BROOK STREET, LONDON, W.1. GROSVENOR 3508-9 
DUDLEY, WORCESTERSHIRE. DUDLEY 3162 





] CURNALIST, experienced in editing and public relations, open to 
consider commissions.—Box 842. 


B.Se. ECON. 


e London University B.Sc. Econ. Degree 1s a valuable qualification for statistical 

search and welfare work in commerce and industry, and for teaching or administrative 

sts under Education authorities, etc. The degree is open to all without University 

sidence. You may pare for the examinations at home under the experienced 

cidiaiohs of Wolsey Hall (es t. 1994) ; fees are reasonable and may be paid by instalments 
i desired. 760 wt Bara at Lond. B.Sc. Econ. Final Examinations, 1925-51. 


Sead ee etter S ~=WOLSEY HALL, OXFORD 
| eT AERA  T 





Postal 
Tuition for 











HONG KONG LONDON \ SINGAP ORE 








B. W. BLYDENSTEIN & CO. 


Established 1858 





BANKERS 





We specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, £.C.2 








ECONOMICS — posta Tuition. 


@ Founded in 1887, U.C.C. provides tuition for the B.Sc. Econ, Degree of the 
University of London, open to all a residence or attendance at lectures. Vie 
ollege is an Educational Trust, with a staff of highly —— specialist Tutors. 
Moderate fees; instalments. SELF-EDU CATION COURSES are available in 

ic History, Statistics, Foreign Languages, etc. 


> 4 PROSPECTUS, giving full particulars, free from the Registrar, 


UNIVERSITY CORRESPONDENCE COLLEGE 
60 Burlington House, Cambridge 





c s, Ec 








ASSURANCE COMPANY LIMITED 
CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 

















wes “The Pound Sterling,” oy Feaveryer; “* An terest 
tion to the dose of Prices,’ vid — & Crowther. —Box C850. 














« Metrepeiitan College Modern Postal Course is the most efficient, the most economica!, and the 
convenient means of preparation for the General Certificate of Education examinations: B.Sc. Fyn 
LL.B.; and other external external London Genera Decrees. Civil Service, Loca! Government and Commeroia) 


Ss ng tuition for a, Exam:, and for the professiona. exams. in Accountaney, 
ee Law, Management, &c. and many intensely practical’ (non-txam.) courses 
commercial subjects, 
More than POST-WAR EXAM, SUCCESSES. 
Guarantee Seite rost-was Successful. Text-book tending ubrary, Moderate ives, parabie 


mnstaiments. 
Write today tor prospectus, sent FREE on request, mentioning exam. or subjects ic which interestes 
Lo the Secretary, 


vy 








. 7 St., Ki , London, W.C.2. 
Prlnanih ej Soeies Tia Dee Be. Craaenets Feees Lrp., Portugal , Kingonnt, 14 ; 


at 22, Ryder Street, St. James’s, London, S.W.1. 





Published re the Economist SPAPER, LtD., 
Inland 2d.; Overseas 24d.—Saturday, - January » 2952. 
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= ” 5 OCTET SD ACRE ane 
Re SIR ROBERT. 
& SONS 
Civil Engineering and 
| Building Contractors 
> | Our experience enables us to offer exceptional 
d i facilities to Industrialists contemplating New Works 
or Extensions. Our organisation is at your service 
to assist with preliminary planning and to execute 
the work with speed and efficiency. 
i} 80 PARK LANE - LONDON ° W.1 
AREA OFFICES IN SOUTH WALES, MIDLANDS, TYNESIDE & SCOTLAND 























